


THE 


ECONOMIC JOURNAL 


VOLUME XIV 


VOL. XiV 








ey 









. Se 
’ 





a i ae 


THE ECONOMIC JOURNAL 


MARCH, 1904 


THE ARGUMENT FOR PREFERENCE 


I WILLINGLY accede to the request of the Editors that I 
should ‘‘ set forth in a few paragraphs’’ my views on the tariff 
question, because I am glad of the opportunity of directly ad- 
dressing in the pages of the Economic JourNnat the rather 
limited number of people who are in the habit of seriously 
considering economic questions—especially my colleagues, the 
academic teachers of Political Economy. By this time we must 
all realise that the question is likely to be with us for some years 
to come; and in the interest of the intellectual causes which we 
all have at heart, as well as of personal friendship and educa- 
tional co-operation, it is most desirable that we should under- 
stand, if we cannot share, gne another’s position. To save 
roundabout periphrases, I shall adopt a frankly personal note 
in what I have to say. 

1. Let me begin by making clear, what was not sufficiently 
emphasised in my little book on the Tariff Problem, that the 
starting point of my thought in this matter is the conception of 
the British Empire as it may be. This is a conception which 
can only in part be maintained by argument: it is like other 
great hopes and aspirations which plant themselves within us, 
we hardly know. how, in the midst of the experience of life. I 
could give many a reason which to me seems sound for regarding 
the possible British Empire of the future as the mightiest of 
instruments for good, as the fairest hope of humanity: but such 
reasoning would leave the critical and unsympathetic under- 
standing quite cold. Still, it must be allowed that to one who 
feels as I do, the thought of the break-up of the Empire must be 
infinitely painful. And that the Empire will split up within the 
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next few decades if things go on as they are, I no more doubt 
than I doubt the sun’s rising to-morrow. I cannot conceive 
that History can have any lessons at all for us, if this is not one 
of them. 

I recognise to the full that there are some who cherish what 
they think an equally noble ideal—the ideal of an Anglo-Saxon 
federation, which shall include all the English-speaking peoples. 
It was an unanticipated result of my residence in America that 
in me such a hope soon faded away. The great mass of the 
American people has no such sentiment of kinship with England 
as can counteract the effects of political conditions: they really 
feel themselves autochthonous. And when it is asked ‘‘Do you 
actually care for ‘ the motley of races’ included within the Empire 
more than for the people of our own stock separated from the 
Empire in North America by an imaginary boundary ?”’ I have 
to reply ‘‘ Yes—in this sense: the United States ‘ will gang its 
ain gait,’ let us do what we will; it will pursue what seem its 
economic interests however they may conflict with ours, from the 
necessities of the situation: it has its own terrible problem, the 
position of the negro race, to deal with; its own distant posses- 
sions to bring under control: in these things we can neither 
hinder nor assist. But the peoples still within the British 
Empire are peoples for whom we are still in a measure re- 
sponsible ; and something better can be made of the self-govern- 
ing colonies than a set of second-rate States, shivering beneath 
the shadow of the two great empires of the future.” For this 
appeal to political considerations, I make no apology: the 
example of Adam Smith and the term ‘‘ political economy” are 
a sufficient defence. 

2. The only likely way that I can see to bind the Empire 
together is a preferential trade policy. There are enormous diffi- 
culties in the way, and I am not absolutely certain that they can 
be overcome. But then one cannot be absolutely certain that 
they cannot be overcome until the attempt has been made. The 
object is so surpassingly great that nothing but absolute certainty 
of failure ought to prevent our taking the first tentative steps. 
And the way to meet the preferential proposal is to propose some 
alternative means of reaching the same end which shall be visibly 
more practicable. 

3. The proposal obviously involves a certain restriction of 
commercial freedom: and when once it had been made in such 
@ way as to command the attention of the nation, it became the 
duty of economists to reflect on the large problems it is sure to 
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raise. First of all as to “‘ freedom ’”’ in general. I had supposed 
that by this time economists of all schools had agreed that 
‘“‘freedom’”’ was not a word to conjure with. Individuals free 
to pursue their own interests are the postulates of certain lines 
of reasoning which all economists are accustomed to follow in 
greater or less measure. But I had supposed that we all now 
felt that the process of economic history has been something 
more complex than the growth of individual liberty; that it has 
been equally the growth of orderly control; that in one period 
there has been need for a breaking-forth of the individual, at 
another for the strengthening of social regulation. 

When we look back on the nineteenth century, it is so very 
apparent that ‘‘ freedom,” as the older economists conceived it, 
altogether failed in one part of the economic field—the employ- 
ment of labour—that it can hardly be supposed to have a strong 
presumption in its favour in any other part of the field. Indeed, 
when we observe that ‘‘free trade’? was preceded by the 
“‘freeing”’ of internal industry from earlier restraints, we can 
hardly be surprised if the subsequent creation of an elaborate 
system of controlling industry by factory legislation and the like 
should now be followed by an attempt to control trade also in 
the public interest. And though these considerations will not 
lead us to accept wholesale and without thorough discussion any 
particular set of tariff proposals, they ought to suggest hesitation 
before refusing to consider them. The lesson of the social legis- 
lation of the nineteenth century to the champion of economic 
‘freedom ” is the lesson of Cromwell to the Scotch Covenanters: 
“Think it possible you may be mistaken.” 

4, The supposed presumption in favour of unrestraint ought, it 
would seem, to be still further weakened by that historical spirit 
which has recently made its way into economic thought. I should 
not have supposed that among trained economists any would 
longer have been found to argue that free trade has created 
British commercial supremacy and therefore should not be inter- 
fered with. We all know that Free Trade did but confirm and 
maintain for a time a supremacy which had come into existence 
under a different régime. How far freedom, how far control—how 
far the achievements of peace, how far the achievements of war 
—gave England its position it would be difficult, if not impossible 
to say; but there is at least as much reason for List’s view that 
England abandoned protection in 1846 because it had by that 
that time gained from protection all it could then yield as for the 


commoner view that our prosperity (such as it has been) has been 
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the result of our free trade principles. And if one realises that 
free trade has not made us, one no longer has a nervous dread 
that any departure from it will surely mar us. 

5. A similar infusion of the historical spirit must have shown us 
that most of the facile comparisons with other countries to which 
the controversialist resorts are of no real value. If the United 
States furnishes no prima facie argument for protection, because it 
started on its manufacturing career with such enormous ad- 
vantages, Germany presents no prima facie argument against it, 
because it started under such enormous disadvantages. 

6. We ought thus, in-my judgment, to be able to approach the 
more concrete questions raised by the new proposals without pre- 
sumptions for or against. In reference to Great Britain itself 
the fundamental problem is the relation of the preferential 
proposals to the present tendencies of our industrial life. I say 
“‘ tendencies”; because the historical spirit has taught us to lay 
emphasis on the larger currents of development, as indicated by 
evidence covering considerable periods of time, rather than on 
the circumstances of the moment. The evidence with which one 
naturally begins is that concerning foreign commerce: partly 
because that has also been the practice of the optimistic free 
traders until very recently ; partly because the information is far 
more accessible than that for the home trade ; partly because, for 
a country dependent on imports for its food and raw materials, 
foreign trade is indeed vital. 

7. The excess of imports over exports is the first fact that 
confronts us. As I have prescribed Sir Robert Giffen’s essay to 
pupils for many a year past, I am not likely to have any difficulty 
about accepting his explanation—freight and investments. Put 
into other language, however, this means that we are dependent 
upon the earnings of our foreign investments and of our shipping 
to pay for a large amount of our necessary imports. And this 
dependence isa growing one. How enormously and suddenly our 
visible exports began to fall below our visible imports in the 
middle of the ’seventies is visible to the eye when one looks at 
such a chart as that in Mr. Bowley’s Statistics, p. 190. And even 
since Sir Robert Giffen’s essay in 1881 the figures have been 
increasing positively and relatively. For the six years 1875-1880 
the excess was some 120 millions; then for some years it fell off ; 
the Fiscal Blue Book figure for 1893-1902 was 161; for the three 
years 1901-3 it was 184. At Sir Robert Giffen’s earlier period the 
extent of our dependence on other ways of paying for goods than 
by exports was hardly more than one fourth; it is now almost 
one third. 
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8. Reserving this point for later mention, I pass next to the 
‘‘ visible” exports. The conclusion is what we all know—though 
we may put it into different language. The Fiscal Blue Book 
chart (A. III.) fortunately makes it possible to dispense with de- 
scriptive language of my own; and to correct abnormalities of 
particular years I accept the results of the most approved 
modern methods as presented in the chart in Mr. Bowley’s 
Statistics, p. 151. 

9. From “‘correcting”’ such figures or diagrams by an appeal 
to prices, Iam withheld partly by grave doubts as to the signifi- 
cance of such “adjusted” figures when obtained, partly by 
reluctance to destroy the case for Free Trade in 1846. For I 
observe that the chart prefixed to the Fiscal Blue Book marks a 
fall of prices after 1815 roughly parallel to that after 1873—a 
circumstance apparently unknown to Cobden when he drew up 
the Manchester petition. 

10. Among the exports, I turn to the two great groups of 
commodities upon which the commercial greatness of England 
rested in the middle of the 19th century—the textiles and the 
iron and steel manufactures. The statistical material on this 
head I find worked out with exceeding care, not by any historian 
of doubtful logical powers but by the veteran leader of the more 
theoretical school of German economists, Professor Adolf 
Wagner, in a chapter in his Agrar- und Industriestaat. It is 
true it forms part of a protectionist argument ; but no one whois 
acquainted with Professor Wagner’s career and with his 
championship of social reform in the teeth of the plutocratic 
“industrials” will suspect him of any leaning towards ‘ capital.” 
His book was written before the present controversy began; and 
I must confess that, admiring the man and writer so much, it was 
with something of a shock that I found he was able, with any 
decent pretence to argument, to use England as an “ awful warn- 
ing” to the German people. In both the textile and the iron 
industries, as Professor Wagner shows, there is an increasing 
difficulty in maintaining the position already reached; in certain 
directions a positive decline. Hence I conclude, that as the total 
exports are still growing, our trade must be increasing more 
rapidly in other directions. 

11. The first of these is the export of coal. And this at once 
suggests ideas derived from my old economic masters—e.g. from 
Jevons’ Coal Question, and confirmed by the most orthodox of 
later economists, e.g. by Mr. Courtney in his presidential 
address to the Statistical Society in 1897. So far as our coal 
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exports are composed of steam coal, I listen to what the mining 
and geological experts tell us about the probable duration of our 
supply. 

12. Another direction is to be found in the exportation of 
commodities produced by poorly paid and low grade labour in 
our large towns. As to the facts concerning such labour I rely 
necessarily on Mr. Booth’s great work, and especially on Mr. 
Aves’ chapter therein on the “‘ advantages of London” (new ed. 
vol. V. p. 84), with which agrees the description in Mr. 
Masterman’s chapter in The Heart of the Empire. Certainly we 
want more information on the subject ; but the export figures, 
taken in conjunction with Mr. Aves’ chapter, give us at any rate 
prima facie grounds for perturbation. The almost complete 
absence of combination among such workpeople is itself a 
disquieting fact to one who looks on unionism as an instrument 
of industrial improvement. 

13. These being some of the salient facts concerning our 
foreign trade I turn to orthodox economie theory to tell me their 
significance, and I make my way at once to the Ricardian 
doctrine of international trade. According to that doctrine, a 
country tends to export those things in the production of which 
it enjoys the greatest relative advantage. The British advantage 
for some time to come in the matter of coal (at any rate of steam 
coal) is evident. And as to the products of low-priced labour, 
the striking phrase in Mr. Aves’ chapter, “the regrettable 
strength of the economic position,” can obviously be extended 
' from London in its relation to the rest of the country to Great 
Britain in its relation to America and the Colonies. The same 
idea will be found worked out at some length in Appendix II to 
Mr. and Mrs. Webb’s Industrial Democracy, and in their section 
on ‘‘ parasitic” trades. From the point of view of pure theory 
I do not see how one can dissent from the conclusions of these 
writers as to the “‘supply of the world market.” ‘ Every 
expansion of the rival export trade” (e.g. of “the wholesale 
clothing contractor” ) “tends to elbow out other sales to the 
foreigner: it may well be, therefore, to restrict the export of 
hardware, machinery, and textiles.” It is true that, instead of 
tariff measures, Mr. and Mrs. Webb urge the policy of a national 
minimum wage. Whether this is more practicable may be 
doubted; but it is to be hoped that those who follow the 
economic guidance of Industrial Democracy will make quite 
clear what their alternative really is. 
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14. In further considering the relative advantages of Great 
Britain and (let us say) the United States, I turn again to the 
standard text-books (e.g. Marshall, Heonomics of Industry), and 
reflect on what they say about ‘‘the law of increasing returns.” 
This, especially taken in conjunction with recent trust 
phenomena in America, does not reassure me; and as production 
is limited by the market, it would seem to me that, other things 
being equal, a country which was secure of its home trade, and 
had free access to a large foreign market would be able to manu- 
facture more cheaply than one whose home market was insecure, 
and whose foreign market was being closed to it. The greater 
cheapness of production thus enjoyed may conceivably more than 
counterbalance that higher cost of production in other directions 
which every observer knows has been brought about by protection 
in the United States. 

15. Moreover, I perceive that ‘‘ cost of production ”’ in relation 
to the price of exports needs to be reformulated, or widened, to 
include the phenomenon of “dumping.” For the rationale of 
dumping I turn to the best book on railway rates, that of 
President Hadley (1888); and learn that a phenomenon which 
begins with the old woman’s apple stall grows in its importance 
with the fixation of capital. Evidently dumping may completely 
dislocate and ultimately ruin a trade. Hence, (1) as English 
dumping led to protection in Germany, it does not surprise me 
when American dumping causes England itself to turn to pre- 
servative measures; (2) I remember Adam Smith’s reflections 
about “humanity”; and (3) the fact that the industry most 
threatened in the near future is the steel trade, reminds me also 
that Adam Smith placed “‘ defence” before ‘‘ opulence.” 

16. Returning now to the other elements which make up the 
balance of trade—returns on investments and the earnings of 
shipping—I ask myself whether a country which depends on 
these so largely as ours does is in a secure position. I recall 
Adam Smith’s statement in 1776 that ‘‘the Dutch are the great 
carriers of Europe,” and his remarks about “‘ the great property” 
which they possessed in the funds of other countries, and “the 
great sums” which they lent to foreigners. No historical parallel 
is ever anything like complete; and yet such precedents as we 
have seem to show that such a position is (1) peculiarly vulner- 
able, and (2) the reverse of invigorating for the industrial 
population. Recent phenomena, alike in British entrepdt business 
and in British shipping (see Tariff Problem, ed. 2, pp. 215-240), 
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suggest that both are in large measure the outcome of an 
independent industrial activity, and cannot be counted upon to 
survive it. 

17. Accordingly I come back to the “visible” exports and 
seek to learn the geographical directions in which they have been 
dwindling, and those in which they have been expanding. The 
“summary tables” on pp. 16, 17 of the Fiscal Blue Book— 
with all their necessary imperfections on their heads—indicate 
pretty clearly that we are to expect expansion mainly in our 
colonial trade, unless it also is checked by further colonial resort 
to protection. Such further resort to protection, however, is 
only likely to be abstained from in return for preferential 
advantages granted by the mother country. And thus political 
and economic considerations converge in favour of a preferential 
policy. 

18. In considering the effect of such a policy on the great 
colonies, two reflections suggest themselves. First, in so far as 
the benefits it offers may induce them to avoid the evils of high 
protection, it will secure for them in a measure the benefits of 
the greater liberty of exchange desired by the free-trader: and 
there may even result a greater average freedom of commerce 
throughout the Empire than would exist with Great Britain 
absolutely open and the colonies highly protected. Secondly, in 
so far as a preferential arrangement leads to the growth of the 
agricultural, and especially of the small farmer population, it 
would accomplish a purpose which has always been dear to the 


- colonial Radical. 


19. In considering the effects on the mother country I set the 
possible expansion of our colonial trade and the greater stability 
of the industries which will manufacture for it, over against the 
possible increase for a time in the price of certain commodities. 
Moreover, in regard to the most important of such commodities, 
viz. wheat, it seems to satisfy the conditions under which, 
according to the general consensus of economic authority before 
the fiscal discussion began, some part, at any rate, of the duty 
will be borne by the foreigner. For the fact of this consensus 
I rely on Professor Edgeworth’s article in this JourRNaL (IV. 
43), and on Professor Seligman’s book on the Incidence of 
Taxation. 

20. For reasons implied above, and for other reasons which 
cannot be got into “a few paragraphs,” I am strongly in favour 
of such tariffs as may be needed for preferential purposes. I am 
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similarly in favour of the highest tariffs that may be required 
temporarily to keep in existence industries necessary for our 
political safety until a secure market can be found, or until the 
unity of the Empire is so real that their transference to other 
British lands will not weaken our place among the nations. I 
see no theoretical objection also to tariffs for negotiation pur- 
poses ; circumstances’ may occasionally arise in which they can 
be adroitly and effectively used; though, as the intention of 
foreign tariffs is not usually to hurt this country but to build up 
domestic industries, I look for no large success in this direction. 
But I have no relish for an all-round protective tariff for 
protection’s sake—in the usual sense of protection. The ordinary 
free trade arguments still possess their pristine force, unless 
where adequate counterbalancing considerations can be urged. 
If the creation of a system of imperial preference is unfortunately 
accompanied by rather more of the protectionism of the man in 
the street than is requisite, I shall view it with the same 
sorrow as a convinced free-trader views some of the concomitants 
of a free trade policy, such as the destruction of particular 
branches of industry. But I shall attribute the blame at least in 
part to those free-traders who are too intransigéant to give an 
imperial preferential policy a discriminating support. 

21. As to the dangers of political corruption, they are 
evident ; but the wisdom of incurring them depends on the great- 
ness of the object. Most of the language used in this connection 
strikes me, however, as exaggerated: it sometimes implies that 
the English Parliament under free trade has been quite free 
from the presence of trade interests; and it derives its examples 
too much from America and too little from Germany. 

Perhaps the Editors will allow me space to make one further 
observation. And that is that, hitherto,—or so it appears to me, 
—the free trade economist has limited himself too much to the 
role of critic. Is it not fair to ask him to assume a more con- 
structive part? I want no distant prophecy ; but I think we are 
justified in inquiring what,—given the data about which we do 
not really quarrel and given the general ‘‘ truths” of Economics, 
—is his forecast of the likely trend of English industry in the 
near future. Is it his view that things will go well with us under 
free trade, or is it that a departure from free trade will only 
hasten a decadence which is bound in any case to set in? He 
will also render some of us really grateful, if, in language under- 
standable of the people, he will indicate the bearing of the 
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doctrine of international trade upon existing conditions of pro- 
duction in Great Britain and the United States, especially in the 
steel industry. And it may be added that the theory of foreign 
investment in its relation to domestic industry has been left by 
the older English writers, and still remains, in an unsatisfactory 
condition. 


W. J. ASHLEY 
































THE GENESIS OF THE GERMAN TARIFF 


IF one were concerned to advance analogies between the 
national and economic circumstances which were the occasion, 
if not the cause, of Germany’s return to Protection in 1879, after 
the very briefest trial of Free Trade, and the fiscal controversy 
which will long make the year 1903 memorable in England, the 
task would be easy and not altogether uninstructive. Two 
parallel events may be singled out. Germany, like England 
thirty years later, had emerged from a war which, though 
successfully waged, had proved a severe drain upon her economic 
life, had disorganised many of her trades and industries, and had 
left her with much lost ground to make up. Then, again, that 
war had not long been concluded before there followed a period 
of commercial depression, which was felt all the more severely 
since the country’s great need was rest and recuperation. That 
depression reached its climax in 1876 and 1877, when industry 
stood still and labour walked the streets idle and discontented, 
but the crisis had been ripening for several years, ever since, in 
fact, the unprecedented stimulus given by the war to industry, 
finance, and enterprise generally had become exhausted. Up to 
1870 industry had developed gradually but steadily and on 
healthy lines. Thus the production of pig iron within the area 
of the Zollverein was, in 1864, 905,000 tons. By 1869 it had 
grown to 1,413,000 tons, and, though it fell during the year of 
the French War to 1,391,000 tons, it had by the year 1873 
reached 2,241,000 tons. Labour, too, had concurrently improved 
its status. It has been said that in the Paris insurrection of 
1848 no single workman with a savings bank book was seen on the 
barricades. On that principle the accumulated investments of 
the Berlin working classes in 1871 might have indicated a 
tolerably contented as well as a tolerably prosperous condition, 
for nearly three million thalers (equal to £450,000) stood to their 
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credit in the State savings banks and five and a half million 
thalers (or £675,000) a year later. 

After the war industry took a great bound forward, similar to 
that which followed when the pressure of the War of Liberation, 
with its terrible drain upon the physical strength and the financial 
resources of the nation, was relieved early in the century. To 
the natural influences which favoured an awakening of economic 
life came the influence of the French milliards, which, thanks to 
the wonderful elasticity of the conquered nation, were paid over 
long before they had been expected, and which had to be expended 
far too precipitately for Germany’s good. Prince Bismarck once 
spoke of the indemnity as an acute embarrassment for the time 
being, and a thoughtful German writer has said :—‘“‘ It broke over 
us like a water-spout, carrying great devastation everywhere, 
whereas if it had fallen gradually, in the course of time, and in 
small quantities, it might have been beneficial in an extraordinary 
degree.” The dispersal of the milliards upon railways, fortifi- 
cations, and public works and buildings of various kinds gave for 
a time great impetus to industry, and the iron and steel trades 
especially expanded enormously, but the eventual reaction caused 
wholesale disaster. 

For a long time money was plentiful and abundant facilities 
for spending it were not lacking. Speculation reached wild 
limits ; company promoting became the recognised royal road to 
wealth ; and the notorious Griindwngsdra had the same sinister 
ending as the South Sea Bubble of our own annals. It was not 
long before credit became disorganised, money became hard, the 
bankruptcy court was crowded by unwilling suitors, and wreck 
and ruin were created wholesale. Many fortunes were made in 
that mad scramble for wealth, but far more were lost; good 
reputations were compromised and forfeited by the score, but none 
were created. During the three years 1871 to 1873, 848 new 
public companies were formed in Prussia, or more than four times 
the number which existed at the formation of the Empire. Of 
these companies a large number were rotten from the beginning, 
and soon found their way into liquidation, while in many other 
cases disaster was only staved off by the reduction of capital, 
often to the extent of 50%. It was found later that of 196 
companies which reduced their capital between 1874 and 1879 
no fewer than 148 originated in the “‘ flotation era.” 

And if capital suffered, so also did labour. For a time the 
working classes had shared in the general enrichment. Employ- 
ment was abundant, wages increased, and with larger earnings at 
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their disposal the labourers suddenly developed a consuming 
capacity unknown before, insomuch that large food imports from 
abroad were needed to supplement the production at home. As 
wages had gone up with a bound, however, so they came down 
with a crash, and the absolute and permanent gain to labour 
from a period of artificially inflated prosperity was very small. 
It is fair to remember that the following words of the Con- 
servative historian, Professor Heinrich von Treitschke, written 
in 1874, relate to the Free Trade era, and describe the 
condition of the labouring class before the economic débdcle of 
1875 to 1877 :—‘‘ The transformation of our national economy 
has given to the working class a great increase of wages, without 
parallel in German history. Therewith they secured, as afore- 
time the English working classes, the possibility of permanently 
improving their standard of life, and of approximating more 
nearly to the habits of the middle classes.”’ 

Finally it is to be noted that simultaneously the products of 
German manufacture had fallen into a certain disrepute all over 
the world. In the Philadelphia exhibition of 1876 German 
exhibits took great prominence, and deep was the mortification 
when Professor Reuleux, who had been commissioned by the 
National Zeitung to report upon them, summarised his impres- 
sions in the memorable phrase ‘‘cheap and bad” (billig und 
schlecht). There was nothing new, however, in the accusation 
save its mordant utterance and the untoward circumstances which 
evoked it. The consular reports of the period all witness to the 
same thing, and some months before warning came from 
Philadelphia the Imperial Gazette (March 10, 1876) had 
seriously reviewed the complaints which had long been accumu- 
lating from foreign and especially trans-oceanic countries of 
inferior goods, declining sales, and lost markets. A little later 
the Preussisches Handelsarchiv proclaimed the same discon- 
certing fact in periods which spared neither the pride nor the 
feelings of those concerned. German trade, it said, had forfeited 
its reputation not only for efficiency but for honesty. The textile 
stuffs sent abroad were made contrary to the samples ordered ; 
they were exported deficient in measure and weight; qualities 
were mixed ; and in general they were coarse, clumsy, and taste- 
less. And coming to comparisons it asserted:—‘‘ The German 
no longer possesses the capacity of the English manufacturer, 
who is able to make even cheap goods so efficiently, and to turn 
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them out so attractively, that large repeat orders are regularly 
given, whereas the German executes commissions of the same 
kind so faultily that he is seldom able to secure a second order.”’ 
Moreover, “‘ the Englishman is always ready to consider a mer- 
chant’s legitimate complaints, while the German will never make 
compensation for loss suffered.” In reply to these and similar 
complaints, the manufacturer pointed to the unprotected frontiers. 
‘“‘ How can we compete abroad,” he asked, “ with an older, richer, 
and better equipped rival like England, so long as even our home 
market is not preserved to us and we are compelled to sell to the 
foreigner, by hook or by crook, in order to dispose of our pro- 
duction at all?’’ Faults which were entirely due to remediable 
inefficiency were thus attributed to the prevalent fiscal system, 
and were made a further count in the growing indictment against 
it. Reading the literature of the time, one notices how great was 
the influence of the “ protection of young industries”’ argument 
in converting even theoretical Free Traders to the advocacy of 
temporary measures of protection, in view of the peculiar con- 
dition of economic life. They regarded such measures as useful 
educationally, and their purpose once achieved they assumed that 
they would promptly be discarded as superfluous and even 
dangerous. That there was then and later ample room for 
improvement is shown by a capable German critic of the Berlin 
Industrial Exhibition of 1879 :—“ While we are able to detect 
with joyous satisfaction the progress and the high degree of 
efficiency which some of our products have attained, on the other 


‘hand other departments of the exhibition remind us clearly of the 


great work which yet lies before us before we can come abreast of 
our neighbours.” 

But such being the economic condition of Germany in the 
early ’seventies, and remembering that these years had marked 
the first clear departure from Protection, what was more likely 
than that, reasoning a priori, so far as reasoning can be said to 
enter into the judgments of persons who believe themselves to be 
suffering from injustice, the industries and interests which had , 
fallen on evil days should have united in casting the blame on 
the new-fangled policy of Free Trade? And Free Trade being 
responsible for their misfortune, where else could a remedy be 
found save in a return to the discarded Protective system ? 

Add to this that the “national’’ cry was then in the air, as 
with us the cry of ‘‘ Imperialism ’’ to-day. Germany had just 
become a nation, so let her institutions be made truly national 
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as well; let her become independent economically as well as 
politically, a self-controlled, self-supporting Empire! To that 
were evidently necessary an all-sufficient industry and an all-suf- 
ficient granary, and these, argued the nationalists, could only be 
supplied if industry and agriculture were effectively protected 
against foreign competition. Nor can it be denied that if 
Protection could be judged capable of rescuing the economy of 
the country from its apparent condition of decadence, there were 
reasons specious enough to justify its advocates in demanding 
that the attempt should be made. 

And yet when at last Prince Bismarck resorted to Protection 
it was under the spur of financial necessity rather than of 
economic conviction. No one who has waded through the 
Parliamentary proceedings of that time can resist the conclusion 
that the reform of Imperial taxation was the Chancellor’s under- 
lying motive, and that this reform of taxation was primarily 
undertaken with the object of providing the Empire with a 
sufficient independent revenue, so that it need no longer rely on 
the States and their Legislatures. In the forefront of domestic 
needs he had for years placed fiscal reform. ‘‘ The entire reform 
of taxation, inclusive of the customs duties—who does not wish 
it?” he said in the Reichstag on November 22nd, 1875. ‘ But 
it is a Herculean work which one must have touched experi- 
mentally as a comparative layman in these matters, such as I 
am, in order to really comprehend its difficulties.’”” Moreover, so 
long as the pressure of foreign questions continued, it had been 
impossible to essay this great task, inherited from the very 
establishment of the Empire. 

The Imperial constitution adopted in 1871 had provided that 
in so far as the expenditure of the Empire was not covered by 
revenues set apart for its special use the deficiency should be 
made up by contributions from the Federal States according to 
population.. These were known as matricular contributions, and 
their aggregate amount was fixed each year in the Imperial 
budget. Prince Bismarck always chafed under this system of 
State maintenance, which he regarded as undignified and as 
partaking of the character of a species of poor relief, while at the 
same time holding that the disproportionate incidence of the 
matricular contributions created a rightful feeling of injustice 
and inequality on the part of those populations which bore too 
large ashare. It was undignified, because it made the Empire 
and those responsible for the transaction of its affairs dependent 








16 THE ECONOMIC JOURNAL [MAR. 


upon the good will of the various States, which meant in the last 
resort the humour of their Legislatures and the caprice of the 
electors. It was unjust, because it was based on taxation ac- 
cording to population, irrespective of the considerations of wealth 
and ability to pay. As early as 1872 (May Ist) he had told the 
Reichstag, when speaking of the salt tax :— 

‘The position of the Imperial Chancellor is primarily deter- 
mined by the consideration whether the political condition of the 
Empire would be made better or worse by the abolition of an 
Imperial tax, and whether the responsibility to the Empire 
which rests upon him is so heavy as to compel him to resist its 
abolition on political grounds. I regard the Empire’s indepen- 
dent revenues as so important that I do not believe a Chancellor 
conscious of his responsibility, and actuated by a proper concern 
for the stability and development of the Empire, could consent 
to the diminution of these revenues unless an adequate substitute 
were provided. Dependence upon other taxes is problematic, and 
dependence upon matricular contributions I cannot accept at all. 
The great cement of a strong common financial system is lacking 
to the Empire so long as it is founded only on matricular con- 
tributions. That these contributions fall unequally is a question 
of justice, but to diminish them is in my opinion the task of a 
well-considered Imperial policy.” 

Further, Prince Bismarck was powerfully influenced by his 
conviction, in which he never wavered, of the inexpediency of 
direct taxation, and the political wisdom as well as the personal 


‘convenience of the policy of raising revenue by indirect means— 


on the one hand by financial customs duties, and on the other by 
excise dues on articles of internal production and consumption. 
A volume would be taken up by the speeches which he made in 
the Reichstag alone upon this, one of his favourite themes. For 
years the basis of taxation in Prussia had been the land, income, 
class, building, and trade taxes, all of which had existed since 
1861, and several for a much longer time. For not one of these 
taxes had Bismarck a good word to say, and if he never made 
any serious attempt to abolish them, it was because he saw no 
hope of obtaining a satisfactory equivalent elsewhere. His idea, 
however, was indirect taxation as far as possible, and direct taxes 
on income and capital only to the extent that they fell upon 
the very rich, and even then only by way of public recog- 
nition of their splendid material isolation from the rest of 
their fellow-men. His own term for imposts of this kind, so 
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emphatically partial and class in character, was ‘honorary 
taxes”? (Hhrensteuer). 

Nothing can be clearer or more indisputable than that up to 
1878 Prince Bismarck and the Federal Government entertained 
no idea whatever of industrial and agricultural Protection. The 
revision of the tariff was already determined on, but the revision 
was to be undertaken solely in the interest of revenue; the 
duties to be imposed or increased, as might happen, were to be 
regarded as fiscal not protective duties. 

In August the Finance Ministers of the various States met in 
conference at Heidelberg, and here likewise the same views were 
represented, the same intention adhered to. Their report merely 
recommended the increase of the Imperial revenue by means of 
a tobacco duty and of duties on certain suitable fiscal articles. 

It was at this point that the question was taken out of 
Bismarck’s hands, to be developed and settled in a way which he 
had hitherto never seriously anticipated. For the party of 
reaction in the Reichstag had meantime been active. They 
recognised that the moment was propitious for a return to the 
policy discarded under the influence of Minister von Delbrick, 
and thanks to the promptitude, urgency, and vigour of their 
interposition they were able to create the impetus which sent 
the Chancellor, while still wavering with open mind, clear across 
the border line which divided fiscal from protective policy. 

The political portents of the time were favourable to reaction. 
The re-election of the Reichstag which followed the two attempts 
of May 11th and June 2nd, 1878, upon the life of the Emperor 
William I., placed the Liberal fractions in a minority. The two 
Conservative groups numbered 78 in the House of 1877, 116 in 
that of 1878, and while the National Liberals fell from 128 to 
99, the Radicals and the Socialists fell from 51 to 36. The 
Ultramontane Centrum, the most unvarying of all parties, added 
one to its earlier 93. Liberalism was in bad case. The Con- 
servatives and Clericals alone would have outnumbered the 
popular parties and the mildly progressive National Liberals 
combined by 75 votes (210 to 135), even had a grouping so 
favourable to Liberal policy been possible. It soon appeared, 
however, that Free Trade would have to contend against odds 
far more desperate, which made the issue of the fiscal encounter 
from the very beginning a foregone conclusion. In the course 
of the new session 204 Conservative, Clerical, National 
Liberal, and other deputies, forming a majority of the House, 
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consorted in the ‘‘ Free Economic Union of the Reichstag ”’ with 
a view to deciding upon joint action on the impending fiscal 
reforms, and on October 17th they published a formal declaration 
of Protectionist faith and policy. This declaration was believed 
to have previously received the sanction, and it was certainly 
issued with the knowledge, of the Imperial Chancellor, whose 
hand it unquestionably strengthened. 

While the country was pondering the significance of this 
unexpected move, and was wondering what would happen next, 
Prince Bismarck was in busy correspondence with Baron von 
Varnbiler, a prominent member of the Economic Union, and 
formerly a Wurtemberg Minister, who had sought the formal 
avowal of his views and intentions. Writing on October 25th, 
Bismarck informed his correspondent that it was ‘‘ certainly my 
intention to proceed to a thorough revision of our customs tariff, 
and in the first place to lay proposals before the Federal Govern- 
ments for prior examination. The preparations to this end have 
already begun. I shall not be prepared to consider the conclusion 
of new commercial treaties with conventional tariffs until the 
revision of our tariff is completed.” 

Accordingly the Chancellor on November 12th brought the 
question before the Federal Council, which at his proposal 
appointed a committee of 15 members to revise the tariff and to 
call in the aid of such experts as they might desire to consult in 
so doing. In justifying this course Prince Bismarck now frankly 
avowed his acceptance of the Protectionist position, though his 


‘ first public utterance on the subject was contained in a letter of 


December 15th which he addressed from Friedrichsruh through 
the Federal Council to the Revision Committee before it began 
its work. 

“ For myself the interests of financial reform take the first 
place,” he still took care to say, “‘ the diminution of the weight 
of direct taxation by the increase of the revenue of the Empire 
which is based on indirect taxes. How far Germany lags behind 
other States in the financial development of its customs system 
is shown by the accompanying comparison, and this comparison 
would show Germany in a still more unfavourable light if to the 
revenues from customs and duties credited to Austria, Hungary, 
France, and Italy were added the sums which these States levy 
in the form of a tobacco monopoly, instead of a duty on foreign 
tobacco, and those which are raised for the benefit of the 
communes as octrot. Itis no accident that other great States, 
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and especially those of a very advanced political and economic 
development, seek by preference to cover their expenditure by 
the proceeds of duties and indirect taxes. ... In the greater 
part of Germany the direct taxes, including the commercial 
imposts, have reached a height which is oppressive and appears 
to be economically unjustifiable. The people who suffer most 
from them at present-are those members of the middle class 
whose income ranges up to 6,000 marks (£300). ... Should 
the taxation reform which I regard as necessary offer ameliora- 
tions that reach to this limit, it must begin with the revision of 
the customs tariff on as broad a basis as possible. The more 
productive the customs system is made financially, the greater 
can and must be the relief in direct taxes, for it is self-evident 
that the increase of the indirect revenues of the Empire cannot 
imply an increase of the aggregate burden of taxation.” 

“TI leave undecided,” proceeded the letter, ‘the question 
whether complete mutual freedom of international commerce, 
such as is contemplated by the theory of free trade, would not 
serve the interests of Germany. But as long as most of the 
countries with which our trade is carried on surround themselves 
with customs barriers, which there is still a growing tendency to 
multiply, it does not seem to me justifiable, or to the economic 
interest of the nation, that we should allow ourselves to be 
restricted in the satisfaction of our financial wants by the appre- 
hension that German products will thereby be but slightly 
preferred to foreign ones. The existing Verein tariff contains, 
together with the purely fiscal duties, a series of moderate pro- 
tective duties intended to bénefit certain branches of industry. 
The abolition or decrease of these duties does not appear advisable, 
especially in the present position of industry. Perhaps, indeed, 
it would be well to reintroduce duties on a number of articles or 
to increase the present rates in the interest of various depressed 
branches of home industry, in accordance with the results of the 
investigation now in progress. Yet protective duties for in- 
dividual industries, when they exceed the limit imposed by regard 
for their financial proceeds, act as a privilege, and arouse on the 
part of representatives of unprotected industries the antipathy to 
which every privilege is exposed. A customs system which secures 
to the entire home production a preference before foreign pro- 
duction in the home market, while keeping within the limits im- 
posed by financial interests, will not run the risk of this antipathy. 
Such a system will in no way appear partial, because its effects 
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will become more equally spread over all the productive circles 
of the land than is the case with a system of protection for 
isolated branches of industry.” 

Early in the following year a bill was laid before the Reichstag 
on lines recommended by the Tariff Committee of the Federal 
Council, and the Chancellor, with unwearied energy, consummate 
tact, and marvellous resource, himself piloted it safely through 
the more than usually stormy waters of Parliamentary 
debate. 

In the speech with which he opened the discussion on the Bill 
on May 2nd, 1879, he said :— 

“The more I have gone into the question the more have I 
become convinced of the necessity and the urgency of reform. 
The present condition of German finance—by which I mean the 
finance not only of the Empire but of the individual States as 
well—is such that in my opinion it imperatively calls for a speedy 
reform. The first motive which impels me in my political 
position as Imperial Chancellor to enter upon such a reform is 
the need of the financial independence of the Empire. This need 
was recognised when the Imperial Constitution was drawn up. 
That Constitution presumes that the system of matricular con- 
tributions should be a temporary one, and should only last 
until Imperial taxes were introduced... . Certainly it is un- 
desirable that the Empire should be a burdensome boarder or a 
dunning creditor, while it might be the liberal provider of the 
individual States if only proper use were made of the revenues 


‘which the Constitution put in the Empire’s way, yet which 


hitherto have been disregarded. To this state of things I main- 
tain an end should be put since the matricular contributions are 
unjust in their distribution. . . . The consolidation of the Empire 
after which we all strive will be furthered when these contributions 
are replaced by Imperial taxes; it would not lose if these taxes 
were so abundant that the individual States received from the 
Empire instead of giving to it, as hitherto, in a way not always 
computable and at the same time inconvenient. 

‘“‘ A second reason why a change of the present system seems 
necessary lies in the question, Is the burden which must neces- 
sarily be imposed in the interest of the State and the Empire 
imposed in the form in which it can most easily be borne, or is it 
not? This question must, according to my conviction, be 
answered in the negative....The Federal Governments are 
convinced that indirect taxes—that source of revenue so long 
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neglected by the Zollverein—are the form in which the burden 
that we may have to bear will fall most lightly.” 

And turning to the question of protection for industry, he 
continued :— 

‘Tt is a reproach to our existing legislation . . . that the in- 
cidence of our indirect taxes does not afford to our national labour 
and production the measure of Protection which can be given to 
it without danger to the interests of the community. I am not 
going to enter into any contention about Protection and Free 
Trade. Hitherto we have all been Protectionists, even the 
greatest Free Traders amongst us, for no one has been wishful to 
go below the present tariff, which remains moderately protective, 
and such is also the proposal that we make to you. We ask fora 
moderate protection of national labour. We are far removed 
from any system of prohibition such as exists in most neighbour- 
ing countries, as, for example, in America, which was formerly 
our principal buyer, where the duties average from 60 to 80 per 
cent. ad valorem. All that we propose by way of Protection keeps 
within the limits of financial taxation except where the omission 
of higher duties would entail great present injury upon large 
classes of our fellow citizens.” 

Casting doubt upon the probability of any further Free Trade 
development for years to come, he added : 

“The only exception is England, and that will not last long. 
France and America have both completely forsaken that direction. 
Austria, instead of reducing its protective duties, has increased 
them ; Russia has done the same, not only through the gold coin- 
age, but in other ways. Therefore no one can expect Germany 
to remain permanently the dupe of an honest conviction. 
Hitherto the wide-opened gates of our imports have made us the 
dumping-place (A blagerungsstdtte) of all the over-production of 
foreign countries. At present they can deposit everything with 
us, and their goods, when once in Germany, have always a some- 
what higher value than in the land of origin—at least our people 
think so—and it is the surfeiting of Germany with the over-pro- 
duction of other lands which most depresses our prices and checks 
the development of our industry and the restoration of our 
economic condition. Let us close the doors and erect the some- 
what higher barriers which are proposed, and let us see that 
we at any rate preserve the German market—that market which, 
thanks to our good nature, is now exploited by foreign lands—for 
German industry.” 
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It is superfluous to follow the fortunes of the Tariff Bill before 
it emerged from debate, a completed measure, very much in the 
form proposed by the Government, whose difficulty in the then 
constitution of parties was not to persuade the Reichstag to 
adopt Protection sufficient, but to persuade it to be moderate in 
its demands. It was inevitable, too, that interest should have 
played against interest im the universal scramble for gain. Re- 
ferring to the insidious way in which this was done, Professor 
Walther Lotz writes: ‘‘ Deputy Fligge characterised the 
negotiations which led to the increase of the majority and to the 
strengthening of Protection in words which are very familiar: 
‘If (he said) the members present were behind the curtains of 
the House during the negotiations over the iron duties, then 
perhaps they had the same experience as I when I saw the 
“honourable brekers” come in. The one bid ‘‘ If you will give 
50 for rye I will give you a full iron duty,” or, ‘‘ If you will reject 
von Weddell’s amendment I will give you the rye duty,” and so 
forth. Gentlemen, one doubted at the time whether one was not 
in the Leipzig-street rather than in an otherwise so honourable 
assembly as this.’’’ Lotz himself adds: ‘‘ Kye-witnesses assure 
us that very American-like methods were used at that time in 
the land of poets and thinkers, that in order to strengthen the 
majority for the entire tariff protective duties were bandied 
about very liberally so long as the desire for them could be 
realised without offence to powerful interests. It was said 
indeed upon the Opposition side that the German Hamlet had 
- become a Richard III.” 

The Bill received Imperial assent on July 7th, 1879, and 
under it a portion of the new tariff came into operation at 
once, in part on October 1st, 1879, and the remainder on 
January 1st, 1880. All the duties imposed were intended to be 
revenue-producing, though some articles were singled out for 
special taxation on account of their proved productiveness, such 
as Colonial goods, and especially coffee and tea, with petroleum, 
tobacco, wines, and spirits. The duties which were new or 
rather re-introduced included those on corn, iron, timber, and 
petroleum, and while industrial articles were as a rule taxed 
there were certain important exceptions, such as materials 
employed in the building, repair, and equipment of ships, in- 
cluding their utensils, raw material required in the textile 
industries, including cotton and wool, also ores, earths, and 
precious metals. 
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How the tariff which in 1879 was commended for its 
moderation, reasonableness, and sufficiency came to be revised in 
a still more protective spirit in 1885, 1887, and again, and more 
drastically than ever, in 1902,—being tempered only by the 
commercial treaties of 1892-1894, which expired at the end of 
last year—is an episode which forcibly points the commonsense 
of that excellent but disregarded maxim, “ It is the first step that 
counts.” 


WILLIAM Harsutt Dawson 























THE FISCAL QUESTION AND THE EXPERIENCE OF 
THE AUSTRO-HUNGARIAN EMPIRE 


It is obvious that the question, whether a preferential policy, 
as proposed by Mr. Chamberlain, is likely to draw closer the 
bonds between the different parts of the British Empire, does not 
admit of any strictly scientific solution. It is not a scientific 
problem, but a merely political one. In dealing with it, it is 
necessary to keep in mind that one cannot do more than point 
out probabilities and possibilities, which are far from having any 
exact basis. And even to do this we have few data to go upon. 
It might, therefore, not be altogether out of place to inquire 
whether, in the experience of other countries, any example may 
be found, from which conclusions as to the probable prospects of 
the measures proposed could be deduced. To a certain degree 
the Austro-Hungarian Empire can be considered as an example 
of this kind. 

We must, however, first briefly touch upon the constitutional 
relations of Austria and Hungary. Austria—the official title is 
“the kingdoms and countries represented in the Council of the 
Empire ’—and Hungary are two separate and independent States 
which, according to the “‘ Ausgleich ” of 1867, viz., the whole of 
the constitutional laws regulating their mutual relations, have 
nothing in common except the army and navy and the diplomatic 
representation. Beyond these ‘‘common affairs,” the same con- 
stitutional laws provide that certain legislative matters should be 
regulated in both countries only on “ common principles” to be 
periodically agreed upon between the representative bodies con- 
cerned. Amongst these latter affairs the most important are 
foreign trade and customs policy, which, since 1868, have been 
settled in this way, viz., that the two countries form a customs 
union. Hence, in respect to foreign trade, the Austro-Hungarian 
Empire is a commercial unit resting on the basis of a treaty, the 
“ Zoll-und Handelsbundnis,”’ which must be renewed every ten 
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years. Our experience might, therefore, be of some use in con- 
sidering the question at issue. 

Austria and Hungary seem to present all the fundamental 
conditions for a prosperous economic and commercial union. 
The former is a mainly industrial, the latter a mainly agricultural 
country. They are therefore in this respect, as it were, supple- 
ments to each other-; the Austrian industry supplying Hungary 
with manufactured goods, whilst the Hungarian agriculturist 
furnishes to Austria raw materials and food. The amount of this 
trade is shown by the following figures :— 


Exports from Hungary to Austria in 1902 . . £39,600,000 
Exports from Austria to Hungary in 1902. . 36,400,000 


Though these figures may not be quite accurate, there cannot 
be the slightest doubt that this trade is of the utmost importance 
to both countries. The vital importance of the Austrian market 
to Hungarian agriculture is strikingly exhibited by the fact that 
Austria’s grain imports from Hungary amount to nearly 
30,000,000 cwts., that is, to almost the same sum as the whole 
grain imports of Germany, and about one-third of the grain 
imports of the United Kingdom.' Nothing can be more evident 
than that the abolition of the customs union, and the introduction 
of a new customs barrier between the two countries, would be an 
irreparable loss to both of them. Under these circumstances, it 
would seem that the customs union must have been a most 
powerful agent in welding together the empire. 

Nevertheless, well-known recent facts prove that the vital 
economic interests demanding the continuation of free and un- 
fettered traffic between Cis-Leitha and Trans-Leitha are not able 
to check the ever-increasing tendency in Hungary towards com- 
plete separation from Austria, although it may be at once granted 
that this tendency springs in the first instance from merely 
national aspirations, which with us play a far greater part than 
economic considerations. There seems, indeed, to be. little 
doubt that these difficulties of national character are not even 
softened by the afore-mentioned common economic interests. 
On the contrary. Precisely out of the customs union, or, to be 
more accurate, out of the customs barrier which severs the 
united empire from the trading world, there arise new difficul- 


1 For further details, see Philippovich, ‘‘ Die ésterreichisch-ungarische Handels- 
politik und die Interessen Osterreichs” in the Zeitschrift fiir Volkswirtschaft, 
Sozialpolitik und Verwaltung, 1902, p. 441 sq., and Bazant, ‘‘ Die Handelspolitik 
Osterreich-Ungarns,” 1904, 
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ties which could not exist under Free Trade, there arise diver- 
gences of interest, which, far from begetting and fostering 
friendship and concord, only enhance the feelings of national 
jealousy and animosity, and aggravate the political difficulties 
which our statesmen have to overcome. 

There was a time when this contrast of interests was reflected 
in the opposition of Hungary to any increase of import duties ; 
as long as the Hungarian grain and other agricultural produce 
met no serious foreign competitor on the Austrian market, there 
was in Hungary a prevalence of free-trade ideas. Agrarian duties 
were of no advantage to them, whilst they felt the whole burden 
of industrial duties. Circumstances have changed. Now there 
exists neither in Austria nor in Hungary any political party that 
would fly the banner of free trade. At present the principal 
question at stake is the measure of industrial and agrarian duties. 
During the last few years the growth of population combined 
with the development of industry in Austria has caused a 
complete revolution in the Hungarian grain-trade. Whereas till 
1897 Austria-Hungary as a whole was a grain-exporting country, 
the imports of grain have since that year equalled and sometimes 
even exceeded the exports. The whole Hungarian crop as far as 
it is not required for home-consumption is now absorbed by 
Austria. The probability that the next years will bring about a 
further development in the same direction, necessitating still 
larger imports of grain and other agricultural produce, prompts 
the Hungarian representatives to demand an enhancement of 


‘ agrarian duties, which obviously would be borne principally by the 


Austrian consumer. On the other hand, Hungary opposes in 
most instances any increase of industrial duties deemed necessary 
to protect the Austrian manufactures against foreign competition. 
There are, it is true, some newly-established manufactures in 
Hungary which could not thrive without protection. But the 
principal aim of the Hungarian Government is to protect them 
not only against foreign, but also against Austrian competition. 
The means employed are bounties, subsidies, and subventions 
granted either directly or indirectly in various ways. Now, in 
Austria economical questions are not discussed with that keen 
interest which is a striking feature of political life in England, 
and the various parties are not so ready as would be expected to 
emphasise the alleged economical divergences. The whole weight 
of the above-mentioned considerations is felt mainly by the 
Austrian and Hungarian Government in negotiating the renewal 
of the “ Zoll-und Handelsbundnis,” of which the most important 
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part concerns the new customs-tariff. Little or nothing of the 
various phases of these negotiations transpires in public. But 
the serious difficulties arising out of this position are abundantly 
shown by the fact, that the negotiations about the new customs- 
tariff, which were entered upon more than two years ago, are not 
yet brought to an end.! 

There would seem to be two ways of getting over these 
difficulties, viz., either to abolish the existing customs-union, 
thus leaving each country to impose whatever duties it might 
think fit—or to make a clean sweep of protection. I do not feel 
myself called upon to decide whether the first expedient would 
be preferable to the existing state of things even from a merely 
political point of view, nor whether the second would at the 
present moment be practicable. But at any rate we may fairly 
conclude that the political difficulties in regulating the mutual 
relations between Austria and Hungary, which as stated above 
take their mainspring from national aspirations, are not at all 
diminished, but on the contrary greatly increased by a customs- 
policy which, superficially viewed, would seem to create the 
strongest common interests. 

If we now come to consider what inferences for the question 
at issue we can draw from the situation described, it will perhaps 
be objected in the first instance that the comparison could not be 
a very close one, since Mr. Chamberlain’s scheme implies only 
preference, whereas the Austro-Hungarian Empire forms a 
customs-union. But, nevertheless, a system of preferential 
import-duties can be rightly regarded only as a lower degree of, 
or as a first step to, customs-union, or the latter only as a higher 
degree of preference. The difference at all events is merely one 
of degree. It will have been noticed, too, that the economical 
aspects of the commercial relations between Austria and Hungary 
present a pretty close analogy to those between the United 
Kingdom and her colonies, and one might surmise that identical 
causes are likely to have identical consequences. It must be 
observed, too, that Mr. Chamberlain’s preferential scheme would 
entail an entangled network of treaties far more complicated 
than the negotiation of the Austro-Hungarian ‘‘ Zoll-und 
Handelsbindnis.”” There does not seem to exist the faintest 
ground for believing that the difficulties in conciliating so 
manifold divergent interests will be less. 

On the other hand we must take into account that the British 
Empire does not present that checkered variety of different 


1 See also Philippovich in Economic JournaL, Vol. XII. p. 177, and loc, cit. 
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nationalities, which in the Austro-Hungarian Monarchy begets 
the burning “‘ national question ’’—the pivot upon which, with us, 
the whole political life turns. The importance of this point can 
hardly be overrated. It may be insisted upon that common 
nationality, common language and literature, common history 
and traditions are a tie far stronger than a commercial policy, 
which, intended to benefit, does in fact only hurt everybody. 
Where the former are wanting the latter cannot beget unity,— 
where they exist no artificial system of customs-policy seems 
to be necessary. 

This statement, however, isno more thanaconjecture. Since 
the political effects of the proposed measures depend far less upon 
their real than upon their imagined economical consequences, viz. 
upon the ideas of them prevailing in public opinion, where the 
spell of economical fallacies seems as yet to be almost everywhere 
unbroken, one cannot absolutely deny the possibility—however 
improbable it may be—that the least reasonable policy may prove 
the most effective. 


Lxzro PETRITSCH 


























PURE THEORY AND THE FISCAL CONTROVERSY 


In much that has been written upon the fiscal controversy 
assertions have been made, the foundations of which rest upon 
certain positions of pure theory. Though, therefore, it may well 
be doubted whether any bridge between the abstract and the 
concrete can be built secure enough to warrant the passage of a 
positive solution, there can be no doubt of the great value of 
rigid analysis as a criterion of the positive arguments used by 
other people. It is from this point of view that the following 
solutions are offered of six abstract problems which bear indirectly 
upon the practical issue before the country. The solutions 
depend upon algebraic reasoning, and are not carried beyond the 
stage of first approximations. 

Problem 1.—To determine the relation between the effect of 
a differential and that of a non-differential tax upon prices in the 
taxing country. It can be proved that, when the conditions of 
stable equilibrium are presént, either kind of tax must in general 
raise the price to some extent. The problem is complicated in the 
case of increasing return, and we get the curious result that, when 
the taxed supply obeys the law of increasing, and the untaxed 
that of diminishing, return, the price may fall, even from a stable 
equilibrium point, as a direct consequence of the tax. The 
emergence of this paradoxical result (due, of course, to the sup- 
pression of the element of time when a plane curve is used to 
represent organic changes) suggests the necessity of extreme 
caution in extending the argument into so difficult a region. In 
treating of diminishing return we are upon surer ground, and 
may say definitely that a tax, whether upon one or upon both 
sources, necessarily raises the price, and that the price-change 
bears a larger proportion to the tax in the latter case than in the 
former. Furthermore, an obvious extension of the algebra shows 
that the rise of price caused by the conversion of a differential 
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tax at the rate T into a universal tax at the same rate is slightly 
less when the tax is rated ad valorem than when it is specific. 
Finally, it appears that the amount by which such a conversion 
tends to raise the price is greater, the greater, with given 
elasticities, is the quantity, and, with given quantities, is 
the elasticity of the untaxed relatively to that of the taxed 
supply;? and less, the greater is the elasticity of the home 
demand. If the demand is constant and the elasticities of the 
two supplies equal, then the conversion will raise the price by a 
proportion of the tax represented by the originally untaxed 
supply divided by the total supply. 

Problem 2.—To ascertain the effect upon price of taxing the 
supply from one source and expending the proceeds in a bounty 
upon that from the other, when both supplies obey the law of 
diminishing return. If the elasticities of the two supplies are the 
same, the price necessarily rises. If the elasticity of the taxed 
supply is the smaller of the two, it may fall. In any event it 
will rise less than it would do if the proceeds of the tax were 
not expended in a bounty. 

After the maximum revenue point has been passed, any rise in 
the rate of the tax involves a diminution in the receipts from it, 
and therefore in the fund available for a bounty. Hence, after 
this point, the bigger the tax the greater the rise in price, even 
though the proceeds are devoted to a bounty. 

Problem 3.—To ascertain the effect of commuting a given 
small tax 7, yielding a revenue R from two sources of supply 


‘ into a tax T; so assessed as to yield the same revenue from one 


source of supply only. 

Under the conditions of diminishing return, the consumers 
will always contribute a smaller proportion of the revenue 
raised by the tax when it is levied from one source only. But, on 
the other hand, they will have, in addition, to make a payment 
to the controllers of the untaxed source of supply, whether these 
reside within or without the taxing country. This element of 


1 The term ‘‘ elasticity of supply ” is applied in this article to the supply offered 
in the market of the taxing country, and is to be distinguished from the elasticity of 
the total production in any source of supply. If the whole of that production were 
supplied to the taxing country, there would, of course, be no distinction between 
these two things. When, however, as in the case of wheat, only a portion of the 
foreign production is sold in England, these two elasticities are not only distinct, 
but may be widely divergent, from one another. Cf. on this and other points ‘‘ The 
known and the unknown in Mr. Chamberlain’s policy,” by the writer, in the 
Fortnightly Review for January, 1904. 

2 If they reside outside, this extra payment is a total, if inside, only a partial 
loss to the taxing country considered as a whole. 
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disadvantage may be either greater or less than the element of 
advantage just described. There is bound to be a loss on the 
whole if the ratio of the square of the supply offered from the 
untaxed source to the square of that from the taxed source is 
greater than the ratio of the elasticity of the untaxed to that of 
the taxed supply. When the elasticities are equal, there may be 
a gain if the quantity of the taxed exceeds that of the untaxed 
supply. 

For complete analysis it is necessary further to distinguish 
the effect upon consumers’ surplus of the two foregoing methods 
of raising the given revenue. If the demand is constant, this is 
not affected by a change from the one to the other. If the 
demand is not constant, it is necessary to determine under 
which method the price will be affected most. The rise of price 
will be greater when one source only is taxed if the supply from 
this source is more elastic than that from the other. Under these 
circumstances, there has to be added to the debit side of the 
account a certain loss of consumers’ surplus. On the other hand, 
if the taxed supply is the less elastic of the two, a consideration 
of consumers’ surplus strengthens the case for collecting the 
revenue from that source only, and continuing to leave the other 
untaxed. 

Problem 4.—To ascertain the effect of most-favoured nation 
agreements upon the advantage which this country might expect 
to obtain from successful bargaining for the reduction of the 
French tariff. In general, the fact of concessions made to us 
having to be made to our rivals also, diminishes the benefit we 
receive from them. The extent to which it does this is greater 
the less elastic is the French demand for the goods in question, 
and the greater the quantity and the higher the elasticity of our 
rival’s supply of them relatively to our own in the French 
market. 

Problem 5.—A protective tariff is said to encourage the 
formation of Trusts. One party asserts that these necessarily 
raise prices to the injury of the consumer, and the other replies 
that they introduce economies, and therefore lower prices. 
Problem : to resolve this controversy. If a commodity, formerly 
produced under free competition, is taken over by a monopolistic 
corporation acting exclusively in its own immediate interest, 
prices may be either raised or lowered according to the extent of 
the economies which the combined management makes possible. 
In the simplest case, when the equations of supply and demand 
are assumed to be linear, in order to a lowering of price, the 
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economies introduced must be so great that, had free competition 
continued, the amount of the commodity consumed would have 
been doubled in consequence of the change. These large econo- 
mies are hardly possible except in industries which are being 
badly managed. As Mr. Bolen observes: “Such industries 
Trust promoters seldom choose. They naturally prefer those 
industries having already a monopolistic excellence that will 
float watered stocks.” ? 

Problem 6.—It is generally admitted that the power of 
resorting to various kinds of dumping is a factor in ‘ com- 
mercial ’’ competition. Problem: to ascertain how far it is also a 
factor in industrial competition, how far, that is to say, the 
anticipation of it will attract capital towards businesses in which 
it is practicable. 

The case of dumping with a view to destroying foreign rivals 
is not here considered. The questions raised relate (a) to sales 
abroad, regularly made at lower prices than at home; (0) to the 
dumping of surplus produce. 

(a) If the foreign sales are effected at prices, which, though 
not monopolistic, yet yield normal profits when a proportionate 
share of the cost of production is debited against them, they are 
an obvious advantage to the monopolist. They yield a return 
themselves, and they also increase the return on the home 
production by enabling its cost to be reduced. 

When they are effected at prices lower than this, they are 
still an advantage to the monopolist if their selling price does 
not fall below the average full cost of production which holds 
good when they are being produced, by more than the difference 
between this average full cost and that which would rule if they 
were not being produced, multiplied by the ratio of the quantity 
sold at home to that sold abroad. 

(b) The power to ‘‘ dump ” surplus produce abroad, and so to 
realise on it without spoiling their regular market is also an ad- 
vantage to the combinations which possess it, and would, pro 
tanto, encourage the investment of capital in them. 

This matter of surplus dumping is, however, apt to be mis- 
conceived. When businesses have been established, and plant set 
up, it would always be an advantage, were it not for spoiling the 
market, to sell down to prime cost rather than not at all. Mr. 
Jeans is, therefore, inverting the causal sequence when he writes: 
‘‘Germans and Americans make great efforts to run full time, 
and in order to do this, they do not hesitate to sell their surplus 


1 The Trusts and the Tariff, p. 167. 
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in foreign markets at a very low figure.”! It would generally be 
truer to say that by a tariff which checks re-imports, they are 
enabled in bad times safely to effect cheap sales abroad, and, 
in order to do this, they tend to work fuller time. 
A. C. Pigov. 
1 Ashley, British Industries, p. 22, 
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THE BRUSSELS SUGAR CONVENTION 


THE history of what has come to be called “the sugar 
question” furnishes a valuable object-lesson on many points of 
vital interest, now that fiscal policy has become the great battle- 
field of the day,—valuable not only in the happy result of restor- 
ing, in our country, free trade in sugar, but also in disclosing, 
during the thirty years of incessant struggle, the almost incredible 
fallacies of those who, erroneously interpreting the principles of 
free trade, opposed so legitimate a result. A few eminent states- 
men, illustrious economists, and leading Government officials 
have persistently and successfully blocked the progress of nego- 
tiations and postponed the settlement of a matter which, in 
the interests of free trade, called loudly for immediate redress. 
Serious injury and gross injustice to British industries, flagrant 
interference with the natural course of trade and production, 
entire disregard of the true interests of the consumer,—all these 
have been upheld and defended on grounds so absolutely contrary 
to all sound economic principles that any one who carefully 
studies the history must conclude that these “‘ weighty” oppo- 
nents could only have been acting in a free trade burlesque. 

When Mr. Gladstone, in 1864, first proposed to take inter- 
national steps for abolishing bounties on the exportation of 
refined sugar, he little thought that nearly forty years would 
elapse before the bounty question, so far as sugar was concerned, 
would be settled. He took up the subject with a light heart, 
and evidently with no doubts as to the soundness of the policy 
he was proposing when he declared the Convention of 1864 to be 
‘a beneficial arrangement, beneficial alike to importers, refiners, 
and consumers.” This Convention contained a clause recognis- 
ing the necessity, as security to the contracting Parties, for some 
penalty against any infringement of its provisions. This must 
have been inserted with Mr. Gladstone’s approval, and no word 
of objection was at that time heard in any other quarter. 

During the ten years of this treaty France evaded her engage- 
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ments, in spite of constant protests from the British Government. 
The bounty obtained by the Paris refiners went on steadily in- 
creasing, and jumped up to a really formidable sum when the 
French sugar duties were nearly doubled at the close of the 
Franco-German war. The bounty at that time was confined to 
refined sugar, and arose. from the fact that the duty was paid on 
the raw sugar as it entered the refinery according to an estimated 
yield of refined sugar, the full duty on pure sugar being returned 
in drawback on that portion of the refined sugar which was 
exported. The method of estimating the yield was imperfect 
and incorrect, and also gave opportunities for fraud or deception. 
The result was inevitable—a much larger sum was returned in 
drawback than had been paid in duty. 

In 1872, two years before the expiration of the Convention, 
the struggle began. The British refiners pointed out that the 
only effectual remedy would be to levy no duty until the refined 
sugar went into consumption. By that means the refined sugar 
which went for export, having paid no duty, would receive no 
drawback, and therefore no bounty. This involved excise super- 
vision of the refineries, called in this country ‘‘ refining in bond.”’ 
Our Government was at last convinced that this was the only 
remedy, and urged its international adoption. The difficulty was 
to get the French Government to move. The Paris refiners were 
rich and powerful and managed to obstruct the progress of the 
proposed reform. But the British refiners found active allies in 
the French beetroot sugar manufacturers, who were subjected to 
the very system which it was’ proposed to extend to the Paris 
refiners, and who, therefore, were absolutely prevented from 
obtaining a similar bounty. It was a striking anomaly that the 
great French sugar industry, which was doing so much to benefit 
the agricultural districts of northern France, should be subjected 
to the strictest excise supervision in order that not an ounce of 
their sugar should escape duty, while three or four colossal re- 
fineries in Paris were left free to play ducks and drakes with the 
revenue, which had just been so carefully looked after in the rural 
districts. The ‘‘ Fabricants”’ were naturally jealous of their only 
customer, the favoured Paris refiner, and were also keenly alive 
to the fact that the bounty was preventing them from finding an 
excellent second customer in the British refiner. They therefore 
threw themselves into the struggle with much enthusiasm and 
some success. The National Assembly was induced to vote for 
refining in bond, but the international negotiations were suffi- 
ciently delayed to enable this vote to be quashed. 

D2 
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At last, in 1875, a conference was held in Brussels, Great 
Britain, France, Belgium, and Holland being represented. The 
British Delegates manfully fought the battle for refining in bond, 
and continued to do so at the subsequent conferences held in Paris 
in 1876 and 1877. There were many delays and evasions, but 
in 1877 a Convention was drafted which would have settled the 
question if the British Government would have agreed to a penal 
Clause. The French Delegates, supported by Belgium and 
Holland, pointed out most reasonably that they could not bind 
themselves to abolish bounties unless they had security, in the 
terms of the Convention, that they should no longer be liable to 
the competition of bounties from other quarters. The Treasury 
refused to give this security. 

The Convention of 1877 consequently came to nothing. But 
in the meantime new and alarming features were appearing in 
other quarters of the European sugar industry. Germany and 
Austria were beginning to give bounties. In Germany the beetroot 
sugar factories paid duty on the weight of the roots according to 
an estimated yield of sugar. This system was intended as a 
direct encouragement to the growth of the richest roots and to 
the perfecting of the machinery and processes for the extraction 
of the largest possible proportion of the sugar contained in 
them. It was an excellent intention and thoroughly success- 
ful. The German character is exactly suited to such a task. 
The industrious, ingenious, and scientific “ Fabricant” saw that 
- he could make a large extra profit by obeying the stimulus and 
he did so with consummate skill and the utmost perfection. The 
choicest roots were grown in the most approved manner, factories 
were constructed with all the latest improvements, and the 
whole industry carried on under the supervision of men of the 
highest scientific and industrial reputation. But though the in- 
tention of the legislation was so far good and effectual, one of 
its ultimate results was inevitable,—more sugar was produced 
than was estimated, a bounty was consequently obtained out of 
the drawback on export, and the revenue began to fall off. 

In Austria the same thing was happening in an exaggerated 
form. There the duty was also charged on an estimated yield of 
the roots; but a further estimate made matters worse. The 
roots were not weighed but the quantity of them was estimated 
according to the supposed capacity of the apparatus of the 
factory. The great object of the manufacturer, therefore, was to 
deceive the Excise Officers as to the capacity of his apparatus. 
The bounty consequently became so great that in 1876 the 
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revenue derived from the sugar duty in Austria actually became 
a minus quantity. 

By this time the West Indians had joined the British refiners 
in fighting the European sugar bounties. They saw that every 
ton of foreign bounty-fed refined sugar imported meant a ton of 
West Indian raw sugar shut out from British markets. They 
also saw the new bounties on raw sugar appearing. The refiners 
on their part felt that if bounties were to be successfully opposed 
they must be opposed all round, and the two bodies have, there- 
fore, always worked together with the same object,—the total 
abolition of bounties. 

In 1879 a Select Committee of the House of Commons, ap- 
pointed at the instance of Mr. Ritchie, who presided over it 
with conspicuous ability, thoroughly sifted the details of this 
complicated question. It not only examined witnesses as to the 
facts of the case, the effects of the bounties, and the course 
of the international negotiations, but also necessarily investi- 
gated the crucial point of those negotiations, namely, the penal 
Clause, without which, as has been explained, there was no 
possibility of obtaining a Convention. The whole question re- 
solved itself gradually into this: is a duty to countervail a 
bounty consistent with free trade? The Committee reported 
that it was and gave conclusive reasons for its decision.1 But 
the Foreign Office declared that it would be contrary to the 
stipulations of the most-favoured-nation Clause in our 
Commercial treaties, and therefore the decision of the Com- 
mittee became of no effect. It is clear that the admission of 
bounty-fed goods destroys the equality of treatment which it is 
the object of the most-favoured-nation Clause to secure, and 
therefore it is difficult to understand how the law officers of 
the Crown arrived at their decision. It is evident that the 
present legal advisers of the Government take a different view 
and one more in harmony with the views of the Committee 
and of the legal advisers of the sugar industry. 

The report of the Select Committee was naturally regarded 
as a great triumph for the advocates of the abolition of bounties. 
Unfortunately it was shelved and forgotten owing to events 
which immediately followed. 

Mr. Gladstone was again in power and evidently feared that 
if the sugar question were not got rid of it might become a 
serious thorn in his side. The policy he adopted was to take 
the conduct of the negotiations away from the Foreign Office 


1 See the New Liberal Review for November, 1902, ‘‘ Free Trade in Danger.” 











38 THE ECONOMIC JOURNAL [MAR. 


and hand it over to the Board of Trade, a department at that 
time avowedly hostile to the abolition of bounties. The question 
therefore was allowed to slumber, but the bounties went on in- 
creasing by leaps and bounds. In 1884 France adopted the 
German System in its raw sugar factories, levying the duty on 
the roots according to an absurdly low estimate of their yield, 
and thus establishing an enormous new bounty which very soon 
amounted to ninety million francs per annum. Germany and 
Austria, on the other hand, for the protection of their revenue, 
abolished their indirect bounties and substituted a temporary 
direct bounty on the exportation of raw and refined sugar. This 
was done in Austria in 1888, and in Germany in 1892, and was 
intended as a temporary measure pending the total abolition of 
all bounties. But the French bounty became so overpowering 
that, in 1896, Germany and Austria doubled their bounties, to 
which France replied in the following year by adding a direct 
bounty to its already overgrown indirect one. 

In 1889, under Lord Salisbury’s administration, a Convention 
had been signed in London, but when a small, unreasonable, and 
erroneous opposition was offered to the Bill in the House of 
Commons Mr. W. H. Smith promptly withdrew it. This involved 
another ten years of inaction. The production of bounty-fed 
beetroot sugar increased, under the new bounties, until it con- 
stituted two-thirds of the visible supply of the world. Cane- 
sugar rapidly disappeared from British markets, and British 
refined sugar was displaced by an annual importation of nearly a 
million tons of bounty-fed foreign refined. 

This was the state of things when the Conferences at Brussels 
in 1898 made one more effort at a settlement. But even then 
the British Government were not prepared to give the necessary 
security, and the negotiations again ended in failure. 

Our Government still wanted something to strengthen their 
hands, and they fortunately found it at the Congress of the 
Chambers of Commerce of the Empire, held in London in 1900. 
The London Chamber had on several occasions declared in 
favour of a Convention with a penal Clause. On this occasion 
Sir Nevile Lubbock moved the London resolution in a brilliant 
speech, and was powerfully supported by Sir Thomas Sutherland, 
Lord Avebury (the President) and many influential Colonial 
Delegates. The resolution was carried by a large majority, and 
the Government appear to have accepted it as a mandate. 

This brief but necessary historical retrospect is sufficient to 
lead up to an intelligent appreciation of the Brussels Conferences 
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of 1901-2, and of the Convention which has now become law in 
nine of the principal European countries. But before explaining 
its provisions it is necessary to describe a new form of bounty, 
far more dangerous and excessive than any of its predecessors, 
which had, in the mean time, made its appearance. At the 
Conferences of 1898 the Russian system had been a subject of 
much discussion and had been condemned as constituting a large 
bounty on the production and exportation of sugar. Direct 
bounties had been given in Russia from time to time in order to 
enable the industry to get rid of their surplus stocks; but in 
1895 the Russian Government adopted what they considered a 
better method of permanently assisting and stimulating the 
industry. An elaborate Governmental system was devised by 
which the manufacturers were enabled to maintain the price of 
sugar for home consumption, by means of the high protective 
import duty, at a figure far in excess of the world’s price. This 
gave them an enormous extra profit, and thus helped them to 
sell for export even below cost price and yet make an abnormal 
profit on their total production. No system could be imagined 
or devised which should more certainly cause over-production, 
the glutting of the markets of the world with goods below cost 
price, and the consequent gradual destruction of the natural 
sources of supply. This is the modus operandi of what is now 
called ‘‘ Dumping.” 

The industry in Germany and Austria followed the example, 
so that when the Conference met again in Brussels in 1901, it 
was found that new bounties had arisen in those countries which 
threw all other bounties, except those of France and Russia, into 
the shade. The German and Austrian ‘‘ Cartels,’ as they were 
called, differed from the Russian ‘‘ Normirofka”’ in one import- 
ant respect. They were private combinations of the beetroot 
sugar manufacturers and refiners and not a combination organ- 
ised by the State. But it was pointed out that the advantage 
derived constituted, nevertheless, a State bounty, because it 
depended for its success on the action of the State in maintain- 
ing an excessively high import duty. The “surtax,”’ that is, the 
excess of the import duty over the consumption duty, amounted, 
in Germany and Austria, to a sum far in excess of that necessary 
for the mere purpose of protecting the industry in its own market 
against outside competition, and it was this surtax that enabled 
them to raise their prices to the home consumer to a very high 
figure, and thus to create a fund with which to pay bounties 
on the exportation of their large and constantly increasing 
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surplus production, a surplus amounting to two-thirds of their 
crop. 

Here was a complete object-lesson of the effect of high import 
duties coupled with trade combinations—a practical and detailed 
illustration of the art of “dumping.” An accurate calculation 
of these Cartel bounties can be made by adding the consumption 
duty to the export price—the world’s price—and deducting the 
sum, which should represent the normal price for home con- 
sumption, from the actual price as obtained by means of the 
trade combination and the protective surtax. In January, 1902, 
when the Conference was sitting at Brussels, it was found that 
the figures for Austria were as follows: 


Crowns per 100 Kilogrammes, 





Normal price for home consumption ............... 61°55 
II sc cgi Stenismmainiasnicaindsecte 83 
Difference, 7.¢., Cartel bounty ...........cescseceeeeee 21°45 


This is more than 9s. per cwt. of sugar consumed, and gives 
an annual Cartel fund of £2,957,868, which is sufficient to furnish 
a bounty of 4s. 8d. per cwt. of refined exported, or 4s. 2d. per 
cwt. of raw sugar exported. 

The figures for Germany were as follows: 


Marks per 50 Kilogrammes. 





Normal price for home consumption ............++- 20°05 
IE siiciciciincdenivcretsansndnetianianeeninten 27°95 
Difference, ¢.e., Cartel bounty ............s.cseeeeees 7:90 


This is nearly 8s. per cwt. of sugar consumed, and gives an 
annual Cartel fund of £5,558,495, which is sufficient to furnish 
a bounty of about 5s. 5d. per cwt. of refined exported, or 4s. 10d. 
per cwt. of raw sugar exported. 

In the year ending July 31, 1902, Austria-Hungary produced 
1,171,056 tons; consumed 349,117 tons; and exported 739,186 
tons. 

In the same year Germany produced 2,302,246 tons; con- 
sumed 743,520 tons; and exported 1,144,317 tons. 

These brief calculations and figures show, at a glance, the 
vital importance to all industries of the present burning question 
of ‘‘ dumping,” and furnish the necessary materials for its further 
study. In the case of any commodity, an excessive foreign pro- 
tective duty, in conjunction with a trade combination, can create 
a similar bounty and thus glut in like manner the markets of the 
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world with its artificially stimulated over-production, thereby 
depriving the consumer of the benefit of natural competition, 
discouraging, and eventually killing the natural sources of supply, 
and ultimately resulting in an artificial monopoly. This was the 
keynote of the Brussels Conference, and it is a great triumph to 
Lord Lansdowne’s able diplomacy that the first blow, and a 
most effective one, has thus been successfully dealt against an 
attack now threatening to undermine the natural course of pro- 
duction throughout the world. 

The first Article of the Convention declares that the con- 
tracting Parties undertake to suppress direct and indirect bounties 
on the production or exportation of sugar, and proceeds to define, 
as follows, some instances of the way in which such advantages 
may result from State legislation. 

(a) Direct bounties granted to export. 

(b) Direct bounties granted to production. 

(c) Total or partial exemptions from taxation granted for a 
part of the manufactured output. 

(d) Advantages derived from excess of yield. 

(e) Advantages derived from the exaggeration of the draw- 
back. 

(f) Advantages derived from any surtax in excess of the rate 
fixed by Article ITI. 

Definition (f), inserted at the instance of the British Dele- 
gates, was absolutely essential in order to meet the case of the 
Cartel bounties. They proposed to define Cartel bounties as 
‘advantages derived from any surtax,’’ but in view of the critical 
state of the negotiations accepted the limitation. The first 
Article is, therefore, so far inconsistent that, though it declares 
the abolition of all bounties, it permits any Cartel bounty which 
may be obtained from the reduced surtax fixed by Article III. 
Up to now the industries in Germany and Austria have not 
attempted to organise a Cartel bounty out of the reduced surtax. 
The figure of this reduced surtax was, of course, a great bone of 
contention, but was finally fixed at 6 fr. per 100 kilogrammes, 
that is, 2s. 6d. per cwt. 

The direct bounties in Germany, France, Austria and Holland 
came under definitions (a) and (b). The bounties defined under 
(c) (d) and (e) belong to one family and are practically interde- 
pendent. Levying the duty on an estimated yield is probably 
followed by the obtaining of a yield in excess of the estimate and 
consequently by a “ total or partial exemption from taxation for 
a part of the manufactured output.” But this would not necessarily 
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create a bounty unless the full amount of duty were returned in 
drawback on export. In that case the manufacturer can obtain 
the full duty from the home consumer ; but if it were not so the 
exemption from taxation would merely operate as a reduction of 
duty to the consumer. Where the full drawback is returned on 
export though the full duty has not been paid by the manu- 
facturer, the drawback becomes practically an exaggerated one 
and the bounty is really the result of a combination of the causes 
defined in (c) (d) and (e). 

The second Article abolishes such bounties as are here defined 
by prescribing excise supervision of factories and refineries, so 
that no duty shall be charged on the estimated yield, and there- 
fore, no drawback paid on exported sugar. The sugar will be 
manufactured and refined “‘ in bond,” that is, without having paid 
any duty; drawbacks will thus be abolished, and the sugar for 
home consumption will pay the duty when delivered for that 
destination. 

The third Article fixes the maximum surtax at 6 fr. per 100 
kilogrammes. 

The fourth Article is the penal clause, the object of which is 
to give to the contracting States security that they shall not in 
future have to compete with bounty-fed sugar. It declares that 
a duty not less than the amount of the bounty shall be imposed 
in the markets of the contracting States on sugar from all countries 
that grant bounties. In the case of bounties arising from a 


Surtax higher than that fixed by Article III. the countervailing 


duty shall be calculated by deducting from the surtax the figure 
so fixed and taking half the difference as representing the bounty. 

These then are the salient points of the Convention. The 
decision to abolish all bounties ; the establishing of manufacturing 
and refining ‘‘in bond;” the limitation of the surtax; and the 
security to the contracting Powers that bounty-fed sugar will no 
longer be tolerated in their respective territories. 

In order to estimate the results of this Convention it is 
necessary to indicate the real effect of bounties, which is very 
imperfectly understood. They simply stimulate production and 
thereby cause a superabundance of the bounty-fed article. This 
brings about a fall in price until at last it goes below cost. The 
effect of reducing the price of a commodity below the cost of 
production must be to discourage and reduce natural production. 
If this were to continue long enough all the natural sources of 
supply would be dried up. The bounty-fed producer can continue 
his production so long as his bounty leaves him a margin of 
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profit. The ultimate effect of bounties would therefore be to 
leave the bounty-fed producers with a monopoly. This is a 
process clearly fatal to the interest of the consumer ; and, there- 
fore, when he congratulates himself on enjoying the very 
temporary advantage of unnaturally low prices he appears to be 
fatally blind to its ultimate result. 

The cost of producing beetroot sugar may be taken, for the 
average of the whole of Europe, at somewhere between 9s. and 
10s. per cwt. The cost of producing cane sugar in tropical 
countries ranges from 8s. to 9s. per cwt. Both of these are rough 
estimates and round numbers, but they are sufficient for the 
argument.! Now that bounties are abolished the cost of sugar 
will be governed by the cost of production, and therefore will range 
round about these figures. During the bounty period over-produc- 
tion has periodically forced prices below the cost of production. 
The reaction caused by the consequent discouragement and even 
reduction of the natural sources of supply has invariably sent 
prices far above that cost, and consequently the consumer has 
had to pay a higher average price than he will have to pay now 
that production is at last permitted to enjoy free competition on 
the basis of natural advantages. 

During the two years preceding the Convention prices had 
been forced down to a point 3s. per cwt. below cost price, owing 
to the effect of the new cartel bounties in Germany and Austria. 
Production was so stimulated that the visible supplies of the 
world rose to a point more than a million tons above the normal 
level. Markets were so glutted that even the beetroot sugar 
producers reduced their production. That remedy has, however, 
been insufficient, and the markets still remain overloaded. Prices 
recovered slightly in the expectation that things would right 
themselves ; but as the glut remains the price still hangs below 
the cost of production. It will be interesting to see whether the 
beetroot sugar industry, which now supplies two-thirds of the 
world’s visible consumption will make a sufficient effort to bring 
supply into harmony with demand. They do not want to produce 
at a loss; but, on the other hand, they know that for each factory 
reduced production means increased cost of manufacture. The 
remedy will therefore be gradual, and abnormally low prices may 
continue a little longer. In the end we may be sure that prices 
will range round about the cost of production and that the con- 
sumer will enjoy a lower average price than he has ever had 


1 For details on this and other points, see Journal of the Royal Statistical 
Society, June, 1899, pp. 296-332. 
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before and a steadier market, free from periodical gluts followed 
by periodical scarcity. 

The cane sugar producers will undoubtedly have a great 
revival. They wanted security—a fair field and no favour—and 
could not get it. Now that it has at last been given to them they 
will no longer hesitate to invest capital in their industry. They 
can, with good appliances, produce a great deal more sugar per 
acre than their European competitors. There is, therefore, every 
prospect of their reducing still further their cost of production, 
which already stands 1s. per cwt. below that of Europe. The 
competition between cane and beetroot promises, therefore, to be 
healthy and keen. The only hope for the beetroot industry is 
largely increased consumption in their own countries, now that, 
bounties being abolished, not only heavy surtaxes disappear but 
also excessive excise duties can be reduced. 

Some cane sugar producing countries have recently found 
salvation in the great expansion of the demand for sugar in far 
Eastern markets. In the United States West Indian sugar has 
in recent years enjoyed an open market because bounties have in 
that country been countervailed. But that market will soon be 
closed to them. There are several sources of supply which now 
enjoy preferential treatment in the States, and these will before 
long supply all the sugar that is required there. Louisiana, the 
Sandwich Islands, Porto Rico, and the home grown beetroot 
sugar are all admitted free of duty and thus obtain an extra 
profit of nearly 8s. per cwt. They consequently increase their 
production to the utmost limit. Cuba, which now produces 
more than a million tons of sugar, enjoys a benefit of 20 per cent. 
of the duty, and the Philippine Islands rather more. The United 
States will evidently soon be in a position to disregard supplies 
from outside its own family. For a time this will be a thorn in 
the side of our sugar producing colonies, but they will be better 
able to bear it than their beetroot rivals who have a higher cost 
of production. 


There is one minor point in the Convention which calls for a 
word of comment. The fourth Article lays down the rules for 
countervailing a bounty by means of an equivalent duty, but it 
adds as an alternative that the high contracting parties reserve to 
themselves the power to prohibit the importation of bounty-fed 
sugar. This appears to have arisen from some curious supersti- 
tion on the part of the British Government that a duty might be 
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regarded as contrary to the principles of free trade, but that 
prohibition could not fall under that stigma. 

If this was the idea it shows a curious want of grasp of the 
subject. A bounty destroys free trade in the country which 
receives the bounty-fed commodity, because the producer of that 
commodity is at once placed in a position of favour as compared 
with his competitors who receive no bounty. The foreign pro- 
ducer is practically protected by his bounty in British markets if 
his sugar is allowed to be imported in open competition with 
sugar which receives no bounty. The effect is exactly as if the 
bounty-fed sugar were admitted free and the other, receiving no 
bounty, were struck with a duty. To eliminate this inequality is 
the sole object of the countervailing duty. It is, in fact, a duty on 
bounties, not on sugar. It accepts the bounty for the benefit of 
the whole nation of taxpayers by putting it into the Treasury, and 
leaves the sugar to compete with all other sugar on equal terms. 
Therefore under a system of countervailing duties we do not 
lose the benefit of the bounty, we do no injustice to the bounty- 
fed producer, and we save the consumer from the danger to his 
interests arising from the effect of bounties in discouraging and 
eventually destroying his natural sources of supply. 

None of these arguments can be used in favour of prohibition. 
The sugar is simply shut out and has to find other markets, 
where it will be sold for what it will fetch and will create 
the same injury to the consumer by discouraging and reduc- 
ing the natural sources of supply as if it were admitted free into 
this country. The British producer will therefore suffer the 
same injury, and the British consumer will be deprived of the 
sugar. Of course, when the quantities are insignificant, as they 
are now, there is no deprivation to the consumer, but there is 
still an injury to the producer. 

Recent experience in the United States furnishes a good 
illustration. Countervailing duties were established in exact 
proportion with the bounties given. Large quantities of 
bounty-fed sugar were from time to time imported under this 
system, but of course the price of that sugar had to be 
sufficiently low to permit of its being sold, duty paid, at the 
same price as other sugar. If the United States had prohibited 
the importation of bounty-fed sugar, the American consumer 
would have suffered from a temporary scarcity, and the bounty- 
fed sugar thus shut out, in its search for other markets, would 
have greatly aggravated the general situation of the world’s 
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sugar market by a further depression in values. There would 
have been an artificially high price in America and a more in- 
tensely low price elsewhere. 

Nothing could possibly prove more clearly that a duty to 
countervail a bounty furnishes an automatic method of restoring 
the free competition which bounties destroy. 

GEORGE MARTINEAU 
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DEPRECIATION AND SINKING FUNDS IN MUNICIPAL 
UNDERTAKINGS! 


WITH the rapid growth of the industrial domain of muni- 
cipalities and the large increase of debt which is in a great 
measure due to that wider sphere of activity, certain questions 
of municipal finance have assumed an importance which warrants 
closer study than has hitherto been given to them. With the 
arguments for or against municipal trading this paper is not in 
the least concerned; it is limited to a few financial issues which 
appear to be of vital importance in the administration of such 
undertakings. 

The particular questions to be raised connect themselves with 
the fact that all these undertakings are started with borrowed 
capital, and it is therefore important to understand what are the 
principles on which an equitable distribution of this initial 
burden may be made as between the present and the future 
generations of citizens. Thé Select Committee on Repayment 
of Loans by Local Authorities, which reported last year, has 
brought out the principles by which Parliament and the Depart- 
ments have hitherto been guided in fixing the periods of repay- 
ment, and the evidence also includes the criticisms of those 
periods by representatives of various local bodies who are almost 
unanimous in asking for longer terms. 

It is, I think, unfortunate that the Report of the Committee 
does nothing more than suggest slight alterations and adjust- 
ments here and there, without ever raising the question whether 
a practice which at its inception contemplated none of the recent 
extensions of municipal activity does not require radical altera- 
tion, and not merely slight adjustment, before it can be effective 
in the newer sphere. The terms of reference were wide enough 
to admit of such an inquiry being made, and there is strong 


1 Read before the Economic Science Section of the British Association at 
Southport, 1903. 
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reason to doubt whether an adequate solution can be found to 
many of the difficulties under which corporations now labour 
without first attempting to separate the conceptions of Sinking 
and Depreciation Funds. In many cases the one is of necessity 
contained in the other; in many cases they should be kept quite 
distinct. It is the purpose of this paper to show that there is 
an unsatisfactory diversity of methods among municipalities 
which can only be obviated by a change of statutory require- 
ments. : 

The present practice of Parliament and the Departments is 
to fix a period for the repayment of debts contracted by local 
authorities, so that for each loan there is a statutory Sinking 
Fund. Many factors are considered in fixing these periods for 
different undertakings. It is recognised to be unwise and unjust, 
even if it were practicable, to burden the ratepayers of one year 
or one decade with the whole cost of a necessary or useful 
undertaking which will benefit the future ratepayers quite as 
much as, if not more than, it will benefit the present. Many 
large municipalities, with a desire to preserve open spaces and 
parks in growing districts within their areas, have been actuated 
more by the needs of the next generation than of the present, 
and it would be the height of folly to penalise such foresight by 
making the present generation bear the whole cost. That the 
first generation should repay the loan for a large water under- 
taking would be equally absurd and unjust. On the other hand, 
it is almost as important a principle in present practice that the 
period should be kept as short as is consistent with efficient 
work, in order that the ratepayers of the future, who are assumed 
to have equally great tasks before them, may not be hampered 
by repayment of debts for works instituted by their predecessors. 
Hence, in the cases of land for parks and of waterworks, while 
there is no question of their becoming valueless, and perhaps 
little fear of their value diminishing for centuries, an accepted 
principle is that loans should scarcely ever exceed two genera- 
tions. In view of the great increase of local indebtedness, again, 
it is urged that a short-period loan ensures more careful con- 
sideration by a municipality before entering upon a project, and 
that this is very desirable as a salutary check ; while local circum- 
stances, such as the possibility of a diminution of population, 
are also sometimes taken into account as pointing to the 
advisability of restricting the term. But the principal con- 
sideration given by the Government officials is that no debt 
should outlast the useful life of the works for which it is con- 
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tracted, possibilities of obsolescence as well as wear and tear 
entering into this calculation. Therefore, in the case of a subject 
like tramways, where the useful life is comparatively short, that 
life is the chief, almost the sole determinant of the Sinking Fund 
period which the Government lays down; while in the case of a 
subject like a park or waterworks, where the useful life may be 
indefinitely long, the principle of not exceeding two generations 
is the real determinant. 

Probably no very serious objection will be raised against these 
rules and principles so long as they are limited in their appli- 
cation only to certain classes of undertakings, though it is often 
urged that two generations is too short a period for the repay- 
ment of some debts, as e.g., where a permanent asset can be 
relied upon. They are in the main good and convenient, I think, 
for two classes of works :— 

(a) Those unproductive undertakings which at one time were 
the chief purposes for which municipalities borrowed, and which 
still account for a large proportion of local debt. 

(b) Those reproductive undertakings like great waterworks, 
which are almost permanent in character if repaired year by year 
out of revenue, and in which the Sinking Fund period is but a 
small part of the useful life. 

But when these principles are epplied, with perhaps merely 
a little additional emphasis on the life of the subject, to the large 
sphere of undertakings which have come recently under 
municipal control, it may well be questioned whether they are 
adequate to the needs. The actual result is that the debt on gas- 
works, tramways, &c., has to be paid off in a period corresponding 
very nearly with the life of the subject, and when a sum has been 
set aside for this Sinking Fund every year there is im general no 
further obligation upon the municipality with regard to reserves. 
The life of the subject is short; yet, speaking generally, no 
Depreciation Fund is enforced, and we obtain from this a very 
wide divergence of practice from municipality to municipality. 
All of them must have Sinking Funds: some of them. have 
adequate Depreciation Funds, some of them have either 
inadequate Depreciation Funds or none at all. Over the whole of 
municipal reproductive undertakings the Depreciation Funds are 
so small that they almost forfeit the name, as was clearly shown 
by Sir Henry Fowler’s Return of the Reproductive Undertakings 
carried on by municipal boroughs in England and Wales issued 
in 1899, which is brought down to 1902 by a return issued last 
winter. According to the former return the annual average 
No. 53.—VOL. XIV. E 
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amount set aside for depreciation was under one-tenth of one per 
cent. on the capital borrowed, and it had increased to one-sixth 
of one per cent. in the later period. 

In view of the constant use of these figures, especially by 
opponents of municipal trading, it is necessary to point out that 
they do not convey a fair idea. On the whole they may be 
assumed to be accurate, though they would be slightly more 
favourable to municipalities if the methods of book-keeping were 
uniform, for it is easy to see from the statements made in the 
returns about the disposal of profits that some small portion is 
set aside for depreciation though under some other name. But 
a much more important fact, which is left out of account in draw- 
ing conclusions from the figures, is that not every one of these 
reproductive undertakings is a proper subject for a Depreciation 
Fund. For instance, some of our large waterworks are fully 
maintained out of revenue, renewal of any part of the plant and 
even the institution of improved methods being met out of 
revenue year by year. Indeed it is urged that they may be quite 
as valuable assets sixty or eighty years hence after the whole 
debt is repaid as they are to-day, and where there is such 
maintenance of value a Depreciation Fund is not required. 
Even in cities where liberal Depreciation Funds are kept for 
other industries, expert opinion considers it quite unnecessary to 
require such a fund for the waterworks, when they are kept up to 
their fullest efficiency out of revenue each year. Now water- 
works account for nearly half of the capital borrowed by 


“municipalities for reproductive undertakings, and while it is not 


claimed that every waterworks has an indefinitely long life, I 
have given reasons for excluding this large sum from our 
estimate when we are calculating the amount of provision for 
depreciation. Other items, particularly where land plays a very 
important part, may be brought more or less under the same 
category, and so the bald statement that the municipalities are 
only putting aside one-sixth of one per cent. for depreciation in 
reproductive undertakings in England and Wales is calculated to 
mislead. 

To obtain a true view we must confine ourselves to subjects 
which admittedly depreciate within a measurable period of time, 
and fortunately the material is available for making this study. 
There is some difference of opinion as to the life of a tramway 
undertaking, but it is usually said that the equated period should 
not be allowed to exceed thirty years. The Select Committee on 
Repayment of Loans could not see its way to recommend any 
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extension of this period, especially when the possibility of 
obsolescence is taken into account, and even for the permanent 
way this period has often been found to be too long. 

The facts for the municipal tramway undertakings of England 
and Wales according to the latest figures of the Return to the 
House of Commons in December last are these : 

In 1902 the total capital borrowed amounted to £9,443,741, 
and the annual average Depreciation Fund was £50,307, or over 
one half of one per cent. I might remark in passing that this 
percentage would be higher if Scotland were included, because in 
that country, generally speaking, adequate Depreciation Funds 
are maintained: but I must point out, on the other hand, that 
tramways show the largest percentage set aside for depreciation 
of any municipal undertaking, that for gasworks in the same 
period being just over one-third of one per cent., and that for 
electrical supply being about one-sixth of one per cent. Even 
controversy as to what the lives of these subjects should be does 
not affect the result that the Depreciation Funds are absurdly 
inadequate. 

The importance of this fact cannot be exaggerated. In no 
sphere of municipal finance is it easier than here to relieve the rate- 
payers of to-day at the expense of the future, while it may very 
occasionally happen that too large a part of the burden falls upon 
the present. Everything depends upon whether certain charges 
are made to capital account or to revenue account. It is not to 
be suggested that errors of this kind would be made intentionally, 
but they have already oceurred through lack of knowledge, or 
even through trusting too implicitly to a statutory Sinking Fund. 
As an example of the gravity of the question I could give the 
case of a municipality which is now paying, and will for some 
years be paying, a Sinking Fund on tram lines which were taken 
up as worn out two years ago. Neither was there a Deprecia- 
tion Fund in this case, and so the present is repaying capital 
borrowed for two sets of rails. In such a case, it is obviously 
the duty of a city to make more liberal provision than the law 
enjoins. 

But to sum up concisely the results of present practice in 
these reproductive undertakings, even on the assumption that the 
Statutory Sinking Fund period in no case exceeds the useful life 
of the works, we have: 

(1) Those municipalities in which the statutory requirement 
is the maximum provided. Here, on the assumption that thirty 
years is the equated life of the subject and is also the Sinking 
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Fund period, at the end of the thirty years the loan is repaid, 
but the subject is worn out or obsolete and there is no fund for 
renewing it. The municipality must obtain powers to borrow 
afresh for the same undertaking and a system of borrowing, 
paying off in thirty years, borrowing again and paying off again, 
goes on for ever, without taking any account of new capital 
required for extension of the plant. 

(2) Those municipalities in which more than the statutory 
requirement is provided. 

(a) Where a slight Depreciation Fund is kept in addition to 
the Sinking Fund the borrowing and re-borrowing must go on 
in much the same way as in the former case, though the sum 
borrowed may grow less for one and the same undertaking at 
each re-borrowing. 

(6) Where an adequate Depreciation Fund is kept in addition 
to the Sinking Fund, at the end of the period the whole debt will 
be paid off by the Sinking Fund and the plant will be up to its 
original value, or the money in the Depreciation Fund, together 
with the then value of the plant, will be equal to the original 
sum borrowed. In this case there will be no re-borrowing for 
the same undertaking, if we exclude extensions as new under- 
takings, and no further Sinking Fund will be required. 

There are many variations within these classes, but judging 
from the figures I have given, the great bulk of municipalities 
either keep no Depreciation Funds at all or keep very inadequate 
ones: and this unsatisfactory divergence of practice becomes 
still worse when we hear demands from towns whose systems 
thus differ for lengthening the Sinking Fund periods. It is 
obviously very dangerous to grant such requests to those who 
only fulfil the minimum statutory requirements; a great deal 
may be said in favour of those which keep an adequate Deprecia- 
tion Fund in addition. 

The municipalities which adopt the minimum and_ those 
which do only a little more by way of an inadequate Depreciation 
Fund are not, however, without some show of reason for their 
practice. It is urged by them that since the life of the subject is 
the main factor in fixing the Sinking Fund period therefore the 
Sinking Fund is the Depreciation Fund. If you set aside a 
Depreciation Fund in addition to the Sinking Fund the life of 
the subject is taken into account twice over, and the undertaking 
is thus handicapped as no private company would be. The first 
thirty years on this system would not only repay the capital 
borrowed but would also build up an equal capital for succeeding 
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generations who will have but one of these funds, viz. :—the 
Depreciation Fund, to pay. This, they say, would be manifestly 
unfair to the first generation. Besides, while we have for con- 
venience considered the Sinking Fund period as corresponding 
with the life of the subject, it is usually put on the safe side; 
and so even where no specific Depreciation Fund is charged there 
is in a great many cases a surplus of value when the loan is 
repaid. The first generation repays the borrowed capital and 
often leaves a slight surplus of value to the next generation. Can 
anything more be expected of it ? 

The argument of those municipalities which do put aside a 
full Depreciation Fund is that every business principle demands 
that once an undertaking is started, wherever the initial capital 
comes from or on whatever terms it may be borrowed, the plant 
should be maintained at its full value out of revenue; and where 
this is impossible by mere repairs year after year it must be done 
by means of a Depreciation Fund, as a private company would do. 
True, the company would not in addition require a Sinking Fund, 
but then it is a recognised principle that no permanent local debt 
should exist even for trading purposes, and this Sinking Fund 
should be the only difference between the practice of a munici- 
pality and that of a private company in a similar undertaking, so 
far as the keeping of accounts is concerned. 

Which of these views are we to accept as the soundest 
finance? Parliament and the Departments have at no time 
given a decisive answer to the question, but I think the latter is 
the true view in the cases of* reproductive undertakings which I 
am considering. It is very undesirable that the system of 
borrowing and re-borrowing every thirty years or so should 
become a fixed principle, as it certainly will unless the general 
present practice is changed ; and while it is a first principle that 
there should be no permanent local debt it is curious that some- 
thing very like a permanent debt for reproductive undertakings 
can be the only outcome of present methods. But are we then 
to advocate that every municipality should be obliged to institute 
an adequate Depreciation Fund while other matters remain as 
they are at present? We must admit that to do so would be to 
take the life of the subject into account twice over, with the 
result that the first generation would be burdened twice as much 
as the second and succeeding generations. We are, then, landed 
into something like a dilemma. Every municipal reproductive 
undertaking subject to depreciation which ordinary annual ex- 
penditure on repairs cannot obviate, ought on business principles 
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to set aside an adequate Depreciation Fund. But this would be 
inequitable to the first generation if it has also to pay a Sinking 
Fund based on the life of the subject. From this dilemma arises 
the existing confusion of practice. 

One of the recommendations of the Committee on Repay- 
ment of Loans is “‘ that power should be given to the sanctioning 
authority to make it a condition of their sanction that provision 
should be made for the probable annual average cost of repairs 
during the currency of the loan,” and such a Repairs Fund seems 
to be confused with a Depreciation Fund. But even if you 
equalised the annual amount to be set aside for mere repairs 
over a period of years you have not provided against deprecia- 
tion. The repairs, of course, must be done out of revenue, but 
they cannot prevent depreciation in these undertakings, for the 
time comes when complete renewal of some part—say, tram- 
lines—is necessary. This distinction between repairs and renewals 
is vital, and if, as it seems probable, the Committee intended 
merely that the sum required for repairs over a period of say, 
thirty years, should be estimated in such a way as to make the 
first year bear as much of the cost as the last, the point I am 
urging is quite unaffected by it. The repairs are done now in 
some way or other out of revenue, and the method of meeting 
repairs is an entirely different question from the complete renewal 
of plant. That the plant shall be kept in fair working order 
during its life by necessary repairs has been assumed throughout 
this paper, and in practice the suggestion of a Repairs Fund may 
be found valuable ; but a corporation which has a Sinking Fund 
and a Repairs Fund will have to borrow afresh whenever it wants 
to renew, just as it would have to do if it merely met the neces- 
sary repairs each year from that year’s revenue. So far as the 
Report of the Select Committee is concerned there is no way out 
of the dilemma. 

The only way out of the muddle is to recognise that there 
are classes of reproductive undertakings which are now being 
forced into a bed of Procrustes which they can only fit by 
violence, and it is possible to give very strong theoretical as well 
as practical reasons in favour of a change of system. The 
function of a Depreciation Fund is clear; it is required in certain 
undertakings where the annual expenditure on repairs does not 
balance the loss of value due to wear and tear, and such factors 
as obsolescence. Its function is maintenance of value where the 
disbursements for repairs cannot by the nature of the plant 
obviate shrinkage of value, and it should therefore be of such a 
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character that the value of the plant, plus the Depreciation Fund, 
is always equal to the original capital expended. No sound 
trading company would declare its profits in any year until this 
charge had been made upon the receipts of the undertaking, 
otherwise the capital would not be kept intact. Obviously, then, 
the Depreciation Fund. is determined by the life of the subject, 
for if a tram car lasts five years, one-fifth of its value should be 
written off capital account each year, and that sum set aside for 
depreciation. The function of a Sinking Fund is to repay debt ; 
but the length of the period may be fixed in each case by a 
variety of considerations. In the case of some municipal debts, 
the period, as I showed, has no reference to the life of the subject. 
A debt for a permanent subject is usually paid off in two genera- 
tions. But in many of the early cases of loans for sanitary and 
public health purposes it was found to be very convenient to take 
the probable useful life as the maximum period allowable, and 
usually the period granted was much shorter. Depreciation, 
therefore, was met by the Sinking Fund just as it sometimes is 
in the case of a mine or other subject which will be worked out 
in a measurable period, and in most cases this was not only 
justifiable on the ground of convenience, but also on the ground 
that it was the only possible way of distributing the burden in 
an equitable manner for unproductive works. When the large 
borrowings for reproductive works began this same system was 
followed, and is followed to-day, and if we are prepared to say 
that re-borrowing at the end of the Sinking Fund period to re- 
instate the works is the proper principle for municipal repro- 
ductive undertakings we shall acquiesce in this application of the 
system. The Sinking Fund in that case is the Depreciation 
Fund. But most students of municipal finance, whatever their 
views on the sphere of municipal trading may be, will not 
hesitate to condemn a system which means practically a perma- 
nent debt for the capital of these undertakings. The only 
alternative as the law now stands is for municipalities to institute 
a Depreciation Fund in addition, and that, as I said, may be 
reasonably opposed as too great a burden upon the first genera- 
tion, though a few municipalities have accepted the burden and 
taken the life of the subject into account twice over. 

A better way than either of these, which at the same time 
avoids the Scylla of a permanent debt and the Charybdis of over- 
burdening the first generation, would be to insist upon a 
Depreciation Fund in every reproductive undertaking in which 
maintenance of value is impossible without it, and at the 
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same time to have a Sinking Fund which is not limited to the 
life of the subject. In the nature of a Sinking Fund there is 
nothing which requires that the life of the subject should be the 
determinant of the period. In certain cases it may be convenient ; 
in those with which I am specially concerned it is neither con- 
venient nor reasonable if a Depreciation Fund is kept. In this 
way we obtain a scheme by which a municipality may spread the 
repayment of its debt for a particular undertaking over a con- 
venient period of years and not require again to borrow capital 
for it, except, of course, where a large extension is to be made. 
If the equated life of a tramway undertaking is thirty years and 
the Depreciation Fund is fixed upon that basis, there is no reason 
whatever why the life of the subject should also fix the Sinking 
Fund period, but every reason against it. The repayment of the 
debt is a matter to be decided by quite other principles, and I 
see no reason why the Sinking Fund period should not be two 
generations or so. 

It would be possible to show that such a scheme would give a 
satisfactory solution to many of the minor difficulties such as the 
postponement of the Sinking Fund during the period of con- 
struction; but I must close by saying that while such a scheme 
would lessen the burden of the present in a very few towns it 
would increase it in most places and would increase it over the 
whole. That this is not an undesirable result when we consider 
the magnitude of the issues, and the necessity of safeguarding 
the future will, I think, be generally admitted; and any slight 
difficulties of administration which it might involve would be 
more than counterbalanced by the gain, since our only alternative 
seems to be the present chaos with its attendant risks to posterity, 
resulting from statutory conditions which have no strong support 
from theory or from business experience. 


S. H. TuRNER 





_— 


REVIEWS 


Imperial Fiscal Reform. By Sir Vinoent H. P. Carnuarp 
(London: Edwin Arnold. 1903. 8vo, pp. xx. 288.) 


About half of this volume, we are told in the preface, is based 
on a series of articles that appeared in the National Review in 
the early part of 1902. The author had designed a work of 
wider and more ambitious scope, but the speech of Mr. 
Chamberlain in May, 1903, made a change in this as in so many 
other political and literary projects, and though still hoping at a 
more convenient season to complete the larger work, Sir Vincent 
Caillard thought it would be most useful to reproduce immediately 
the figures and arguments by which he had been led to anticipate, 
in part at least, Mr. Chamberlain’s programme. In justice to 
the author this preliminary explanation must be borne in mind. 
The book was written without reference to the fiscal Blue-book or 
the later developments in Mr. Chamberlain’s speeches. In the 
meantime, instead of completing the larger literary work the 
author has been called upon to take part in a much more arduous 
undertaking and has accepted a seat on Mr. Chamberlain’s 
(private) Commission. In itself, and especially in view of this 
appointment, the present work is one of the most interesting of 
the contributions to fiscal literature. It may be read with great 
advantage by any one who has taken his ideas solely from 
Mr. Chamberlain’s speeches, and some Daily Resonator of these 
speeches. To the fevered mind of such an one Sir Vincent's 
book will afford relief on the principles of Pasteur, or without 
metaphor he will find the most reasonable of the ideas of fiscal 
reformers expressed with moderation and lucidity and with no 
more of shading than is required for due literary effect. The 
author has not made up his own political economy at first hand, 
but to begin with has carefully studied the general argument of 
J. S. Mill and the restatement and the exceptions of Sidgwick 
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and more recent writers. His main difference with these later 
critics of Mill is that he thinks less of the negative argument 
founded on the want of wisdom, &c., of governments, and he 
attaches more weight to the exceptions and less to the general 
rule. He supposes also that during the last twenty or thirty 
years conditions have changed to such an extent that the 
experience of the previous generation of free tradeis not conclusive, 
and that the question must be fought over again. The book is, 
in brief, a reasoned statement of the case for the reversal of our 
fiscal policy—and is written onthe whole with studied moderation : 
media felix via as the author says of himself. It is true that 
the academic economist who is well up in his literature will not 
find anything very new or even newly expressed, but he may 
receive, if he cares to take it, a lesson in practical wisdom. He 
may find it expedient to descend from putting the final touch of 
utility to the weather cock on the top of the economic edifice and 
set himself to consider whether the change in the environment 
has not shaken the foundations. That is a most important 
practical problem in this country under actual conditions. He 
must either show that the old principles can be applied to the 
new conditions or he must accept new principles. 

If, as is hoped, Sir Vincent Caillard has time after the com- 
pletion of the scientific tariff to complete the larger work he may 
be invited to show much more clearly how conditions have 
changed since 1872, and why the policy which it is admitted was 
beneficial and successful after the repeal of the Corn Laws up to 
that time became unfit to survive beyond that date. The fiscal 
Blue-book gives a remarkable record of prosperity compared with 
former periods and with other countries, that is to say if we take 
the condition of the country in general as shown by the usual 
tests, e.g. wages, nominal and real ; income tax returns; railway 
traffics ; pauperism, emigration and unemployment. The falling 
off in the rate of expansion of one part of the export trade is 
not sufficient to turn the balance of evidence. Even Mr. Balfour 
admitted that the present was satisfactory enough and rested his 
argument on tendencies and hypothetical islands and the other 
aids to prophecy usual in economics. But economic prophets, 
even the best, have been rather unlucky; Adam Smith, for 
example, prophesied something about Free Trade and Utopia, and 
something else about the importation of corn and cattle which 
were not in the scroll; and it is quite possible that even Mr. 
Chamberlain may turn out to be not a Mahomet but a Mahdi. 
But on the whole what is required just now is not prophecy but 
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a careful study of the changes in conditions with the view of 
discovering if a change of policy is in any way desirable. Most 
writers on fiscal reform think they prove their point by simply 
calling attention to the vast improvement in communication both 
by sea and land and to the growth of manufacturing power in 
foreign states. The facts are undoubted, but what is the bearing 
on free trade and protection? The curious thing is that when 
most fiscal reformers come to give the arguments for a reversion 
to protection they use arguments which have nothing whatever 
to do with the change in conditions, but were used and were just as 
valid or invalid in the middle ages as now. They argue exactly 
as their medieval prototypes that if a thing is imported that can 
be made at home, labour loses to that extent. That is the 
favourite argument of Mr. Chamberlain himself; but it has 
nothing whatever to do with change of conditions. The logical 
conclusion of such an argument is the old Chinese policy, and 
there are certainly a great many people in China. But what we 
want to know is why should improvements in transport and in 
telegraphs and in market organisation favour protection more 
than free trade. Military metaphors are in fashion with the 
reversion to old ideas of trade, and a military metaphor may be 
of service. Suppose the question were raised if soldiers should 
revert to some form of protective armour. Would it be of any 
use to point out that the conditions of war and the power of 
weapons have changed since Waterloo or Sedan, and that soldiers 
need more protection? Plainly we ought to connect the change 
in conditions with the changes proposed. 

Sir Vincent Caillard has six preliminary chapters on the change 
in conditions, but the nexus with protection is extremely imperfect. 
It is this imperfection which is the source of the inconsistencies 
which are the principal failings in the book. And with a notice 
of some of these inconsistencies this review may fittingly close. 
Sometimes we are told that there are signs that our capital, 
formerly invested abroad, is being returned in the form of 
consumable commodities which apparently cease to be capital on 
landing on our shores, though capital when they leave the shores 
of the foreigner. But at other places the author complains that 
our capital cannot find employment at home and is being sent 
abroad. Now, no doubt with the improvements in transport, &c., 
capital can bemore easily sent abroad or brought home, but what is 
the bearing on fiscal policy ? and first of all:—which movement 
is preferable ? Suppose a man sells American railways at a high 
price and invests in an industrial company at home under the chair- 
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manship (say) of Mr. Brailsford, the cavital does not cease to be 
capital immediately, and until it is lost it will help to employ 
British labour. Possibly if Mr. Chamberlain’s policy is adopted 
the capital will not be lost at all, and all will go well with the 
British labour employed. Is this not better than accumulating 
at compound interest abroad? But apart from the question 
which flow of capital is preferable—the inward or the outward 
—there is the further question: Which is more probable 
under the changed conditions? And next, how will the stream 
be affected by protection ? 

Then, again, take the export of coal. So long as it appears 
as a visible export in the aggregate returns of exports it seems to 
be a cause for alarm if there is any increase, but if it is used in 
making manufactures sent to the foreigner, or in carrying goods 
for him, or is exported in other invisible forms it is a national 
benefit. And why should such stress be laid on the export of 
manufactures? Surely to a sea-power the growth of shipping is 
of more importance. 

The author in many places lays great stress on the importance 
of production on a large scale and he’ seems to think the greater 
the country the greater the scale, and the greater the advantage. 
But he does not consider the limits to the growth of individual 
businesses (as discussed by Professor Marshall) and the dangers 
to the large country of the creation of trusts. We are warned of 
the dangers to this country of foreign trusts, but the danger to 
the-countries themselves from their own Frankensteins is passed 
over. 

Sir Vincent Caillard insists throughout that the new duties 
ought to be moderate so as not to exclude foreign goods altogether. 
But it is not clear if the duties are to be protectionist why they 
should not be increased as in other countries. 

In dealing with colonial preferences it seems to be assumed 
that this is the only alternative, although it is true a partial 
approval is given to Professor Davidson’s proposal for subsidies 
to steamers. But if the subsidy or bounty principle is once 
admitted there are many ways in which it might be applied, and 
one or more of them may be preferable to the taxation of food 
which is opposed to the sentiments of a large number of people in 
this country. The book is, in short, a good statement of a bad 
case, and the defects are natural. J. S. NICHOLSON 
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Free Trade, Protection, Dumping, Bounties, and Preferential 
Tarifis. By Henry A. Acacy. (London: Longmans. 
1903. Pp. 83). 


THis book, as we are informed in the postscript, was written 
before the publication of Mr. Balfour’s pamphlet and the fiscal 
Blue-book. In this case, however, the fact that these sources 
were not available is not of so much importance since, according 
to the author’s plan, the principal object is to discuss principles 
and ideas independently of particular statesmen and their pro- 
posals, and independently also of statistical proofs. The work is 
in effect a preliminary inquiry with the object of making clear 
the issues involved and in a very general way the relative merits 
of conflicting fiscal policies. As such the book ought to be 
useful to the general reader who is open to conviction, but is 
rather bewildered by the complexity of the various problems 
which go to make up the fiscal question. The writer does not, 
however, confine himself entirely to an exposition of the views of 
others, but by way of conclusion indicates his own proposals as 
regards imperial and colonial policy. The work has considerable 
merits, and not the least is its brevity. Most writers make the 
mistake of thinking that their ideas are of so pure a spirit that 
for ordinary consumption they must be largely diluted, or else 
they have never learnt the economy of words. In the matter of 
about eighty pages of good type and broad margins: Mr. Agacy 
contrives to go over the whole ground so far as the leading ideas 
are concerned. The first chapter is entitled, ‘‘ What are the 
issues ?” and the first issue is given as the choice between Free 
Trade and Protection. 

Here the author, instead of admitting your Protectionist is 
your only true Free Trader, boldly and clearly insists that what- 
ever disguises it may assume Protection is different from Free 
Trade, and also that Protection once begun is sure to be pro- 
gressive. ‘‘ Nine-tenths of the persons who are arguing in 
favour of any changes are arguing consciously or unconsciously 
in favour of Protection, because the changes they recommend 
would inevitably lead to Protection, and therein lies our chief 
danger.” The truth of this observation has been speedily shown 
by the actual development of the fiscal controversy. The advo- 
cates of Protection have almost ceased to be afraid of the word, 
and the policy of mere retaliation (or negotiation), with the view 
simply of extending Free Trade, has already become a shibboleth. 
Protection to home industries is now the policy that holds the 
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field of the tariff reformer. The issue between Protection and 
Free Trade is the vital issue; but Mr. Agacy holds that certain 
modifications of our present practice are possible without in- 
fringing the real principles of Free Trade, and accordingly 
various subordinate issues are formulated and examined. With 
regard to the fundamental question (ch. 2)—Is it desirable to 
abandon Free Trade for Protection? The writer answers most 
emphatically in the negative. Most of the arguments advanced 
are from the nature of the case old, but they are freshly stated, 
and, as is only too clear from the daily press, a restatement is 
certainly required. It is not that people have forgotten the old 
arguments—you cannot forget what you have never heard of. 
The only explanation of the flow of fallacies in speeches and 
letters, not to say leaders, in the daily press is that there is a 
prevailing ignorance of the methods of economic analysis. 
Mr. Agacy uses the simple economic methods with great effect, 
and at the present stage of the controversy it is the simple 
methods that require most emphasis. When people have learnt 
to understand the meaning of the balance of trade and to analyse 
international indebtedness they may begin to consider the in- 
cidence of import duties. In his next chapter (3) our author 
examines certain cases in which he thinks our present policy 
might be modified without any infringement of Free Trade. In 
particular the effects of dumping are considered, and it is main- 
tained that it should be met by countervailing duties. The duties 
are in no case to be so high as to afford protection, and are only 
to be used in the case of large and well-established industries in 
which under natural conditions we can fairly hold our own. 
Similarly as regards bounties and quasi-bounties (such as low 
freights on exports), it is held that the natural course of trade 
ought to be restored. Here it may be said that the theoretical 
treatment is satisfactory from the author’s standpoint, but the 
practical question cannot be decided so easily. There is, for 
example, no discussion of the point whether dumping is to be 
checked by the action of the executive without application to 
Parliament. A similar criticism may be made of the chapter (4) 
on colonial preferences. The principles are well stated and are 
applied so as to be free from the evils of Protection. The home 
country and the colonies are each to preserve their own fiscal 
policy, but it is supposed that a certain amount of preference 
may be given on both sides without disturbing this fundamental 
maxim of self-government. If a colony can send us something 
at practically the same price as any foreign country then a 
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preference to the colony would only determine the source of the 
supply and would not affect prices. Similarly the colony might 
give to this country a preference which would not raise (and 
might lower) colonial prices, and thus without cost promote 
inter-imperial trade. There, again, the difficulty is in the work- 
ing, especially as conditions change. Finally, the author proposes 
that certain revenue taxes might be imposed on manufactures 
in which we had no advantage, and that the proceeds should 
be given by way of bounties to promote certain colonial interests, 
e.g., the development of some industry which might eventually 
be of advantage to the Empire. In the next chapter it is argued 
that the State should actively co-operate in various ways for the 
promotion of commercial affairs, and again it may be observed, 
the practical difficulty is to decide on the best means of apply- 
ing the power of the State. The concluding chapter gives a 
useful réswmé of the argument, and calls attention to Mr. Bal- 
four’s pamphlet with the general argument of which agreement 
is expressed, and to the fiscal Blue-book which it is pointed out 
shows the present prosperity of the country. It will be obvious 
from the wide range of topics discussed that, as already indicated, 
the chief merit of the book lies in the presentation with a due 
sense of proportion of the principles, ideas, and ideals of the 
controversy rather than in a final treatment of any one topic. 
J. 8. NicHOLSON 


The Tariff Problem. By W..J. ASHLEY. Second edition, with 
an additional chapter. (London: King and Sons. Pp. 269.) 


PROFESSOR ASHLEY’S Tariff Problem in its original form was 
written under pressure, and apparently with an insufficient 
supply of books of reference. It was written also at an early 
stage of the fiscal controversy, before the fiscal Blue-book and 
multitudes of special articles and speeches had thrown their light 
upon almost every principle and detail. Under these circum- 
stances, and especially seeing that Professor Ashley’s opinions 
have been largely quoted, it is a matter for regret that he did not 
subject his first edition to a thorough revision. No doubt, apart 
from any revision, the work stands high in merit above the aver- 
age of fiscal literature on the side of the tariff reformers, but then 
the average is so deplorably low that this is not very high praise. 
As pointed out by Professor Edgeworth in his review in the last 
number of this JoURNAL, the author avoids the exploded fallacies 
of the common reformer and he uses the usual analytical method, 
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at any rate, in its simplest form. But we expect much more than 
this of Professor Ashley. We all know and appreciate most 
highly his Economic History, and many of the Essays in his 
latest Surveys are admirable, e.g. that on the Tory origin of the 
Free Trade policy. 

Attention may be directed to some of the blemishes of the first 
edition which have not been removed as one might have antici- 
pated. In the first place, the introductory chapter on State 
Control in general is marred by an inadequate and misleading 
account of Adam Smith’s system of natural liberty. The omission, 
from the passage quoted from Adam Smith that gives the com- 
pendious description of the system, of the most important quali- 
fying phrase was no doubt accidental, but it is significant of the 
whole treatment. What Adam Smith wrote was this: “‘ Every 
man, as long as he does not violate the laws of justice, is left 
perfectly free,” &c., &c. The clause in italics is omitted by Pro- 
fessor Ashley. But it is this very clause that indicates the 
connection of Adam Smith’s economics with his moral philo- 
sophy and jurisprudence, and it would be easy to quote numerous 
passages of the highest importance from the Wealth of Nations 
itself, which show that later economists who opposed factory 
legislation and other regulations in favour of labour, were not 
following the lines laid down by their professed master. The 
whole chapter, indeed, as an introduction to tariff reform, seems, 
to say the least, disproportionate. So ardent a Free Trader as 
the late Duke of Argyll maintained that the history of the nine- 
teenth century had shown that freedom of trade involved regula- 
tion of labour. Amongst other uncorrected blemishes may be 
noted the reference to the depressed condition in which war 
had left Continental nations before 1846, and the statement 
that the British manufacturers had no longer any fear of 
foreign imports. Re-perusal of Porter’s Progress of the Nation 
will recall to Professor Ashley the fact that this country had 
by no means a monopoly of manufactures in the twenty years 
that preceded the repeal of the Corn Laws. Again, the 
implication that the tendency of productive power in Britain 
in recent years is towards low grade industry that depends 
on cheap labour and nasty methods, is, if not the reverse of 
the truth, at any rate grossly éxaggerated. If this were in 
the main true, how does Professor Ashley account for the great 
rise in wages that is so clearly revealed in the Blue-book, or 
what does he make of Mr. Helm’s account of the cotton trade 
in an essay published under his own editorship? Surely the 
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doctrine of comparative cost as regards labour is much better 
illustrated by reference to the growth of our exports of coal, 
coupled with the rise in miners’ wages, and by the continued 
migration of labour from the country in spite of the great rise in 
agricultural wages. The Blue-book shows that, on the whole, in 
the Free Trade era the. displacement of labour has been from 
lower to higher grades, and that the progress emphasised in a 
famous essay of Sir Robert Giffen has been continued. 

The new chapter begins with a very slight treatment of the 
question of foreign investments. No account is taken of the 
vital difference, namely, whether the country has an overflowing 
amount of capital, or if the export to foreign nations means the 
curtailment of home industry. As regards the account of our 
shipping, the summary of facts is interesting, but is hardly capable 
of the alarmist interpretation given to it by Professor Ashley. The 
statement on p. 238 that the policy of the Navigation Act was 
effective in the hands of England against Holland in the seven- 
teenth century requires reconsideration in the light of the opinion 
expressed by Dr. Cunningham. ‘ There is not sufficient proof of 
any direct connection between this celebrated measure and the 
decline of Holland,’ and, indeed, he expressly says that the 
Dutch marine did not decline in the seventeenth century, and 
that in the trade in the Baltic it actually increased in consequence 
of this very Navigation Act. 

In conclusion, I would plead that perhaps in consequence of 
the very high opinion I have of Professor Ashley’s former work, 
I have expected too much and‘have been disappointed. 

J. SHIELD NICHOLSON 


The Riddle of the Tariff. A. C. Picou. (London: Brimley 
Johnson. 1903. Pp. 107.) 


Ir is impossible within the space allotted to reviews in the 
Economic JOURNAL to examine the total mass of literature on 
the fiscal question. It must suffice to test samples. In the last 
number we criticised what seemed the best book on the Protec- 
tionist side. The high honour of occupying a similar position 
on the other side seems deserved by the work before us. 

In Mr. Pigou’s lucid order two cries—that our national trade 
is decaying, and that our empire is falling to pieces—are con- 
sidered as claiming urgency for four plans—protection in general, 
or limited to defence against the aggression of foreign monopolies, 
No. 53.—VOL. XIV. F 
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tariff bargaining, and Imperial preference. Advising the reader 
to follow carefully our author’s contention that the evils are 
mostly imaginary and the remedies ineffectual, we shall only 
advert to some passages which seem particularly just or striking. 

The dislocation of industry through foreign competition, 
which excites the first cry, is, he observes, ‘‘ only a single species 
of a far larger genus. It is not because of Free Trade, but 
because the industrial army is continually advancing, that the 
road is strewn with abandoned baggage and lagging men.” It is 
shown that the importation of foreign goods cannot injure our 
industries as a whole; since augmented imports must be paid for 
by augmented exports, unless, indeed, by exporting securities we 
are diminishing the sum total of our investments abroad. 
There is no evidence that we are doing so; and, even if it were 
the fact, argues Mr. Pigou, “‘it does not follow that any 
permanent reduction of employment would be involved. The 
capital withdrawn from investment abroad would almost certainly 
be reinvested in England.” 

Dumping, against which the limited kinds of protection are 
specially invoked, is of two kinds. Trusts and cartels in pro- 
tected countries may find it profitable on the average, and, taking 
one year with another, to accept abroad prices considerably lower 
than those which they charge to the home consumer; or the 
foreign monopolist may pour goods into our markets at prices 
which, if continued for long, would ruin him, but which he is 
willing to take for a short time in the hope of driving his English 
competitors out of business. The fluctuation caused by the first 
process is probably not a very serious evil; the remedy is possibly 
worse. ‘‘In order to keep the prices of most imports stable an 
extraordinarily elaborate mobile and inquisitorial tariff system 
would be required.” The attempt to secure stability in the price 
of corn by the “‘sliding-scale” did not prove an encouraging 
experiment. The second, more drastic, species of dumping is not 
proved to exist. It cannot be realised except with commodities 
whose production outside of England is in the hands of a Trust 
which practically dominates the world. For it will not be worth 
while for a group of American or German producers to make 
heavy sacrifices in order to destroy their English rivals if other 
foreign producers are in the field, whose competition would 
prevent them from subsequently exacting the higher prices out of 
which their compensation should come. If, indeed, the practice 
really existed, there would be a prima facie case for temporary 
protection. Against it have to be weighed the practical difficulties 
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in the way of selecting the proper cases for intervention, the 
time for beginning it and for leaving it off. ‘Can we seriously 
suppose that a democratic Government, pressed upon all hands 
by interested suitors, bewildered by conflicting evidence, nervous 
of offending political adherents, would prove itself equal to that 
Herculean task ?”’ 

A similar intrusion of the “co-efficients of human ignorance 
and frailty’’ may be expected if tariff bargaining is attempted. 
Even if the diplomacy were in the hands of a ‘“ Cabinet of 
Solomons” the probability of net advantage would not be very 
great under the existing conditions. In this case Mr. Pigou 
admits it to be possible that in spite of the most-favoured nation 
clause there might be a real adverse discrimination against us in 
the class of goods which foreigners agree to tax. But he thinks 
“the fact that we are all-round manufacturers, and that our 
exports are exceedingly various, make it improbable that the evil, 
if it exists at all, is particularly serious.” 

On the subject of Imperial preference Mr. Pigou’s close 
reasoning should be studied in connection with the demonstrations 
which he has given in the January number of the Fortnightly 
Review and elsewhere. The power with which he wields the 
organon of economic theory is of the highest promise. One 
who had observed the early work of Clerk Maxwell remarked : 
“it is impossible for that man to go wrong in physics.” For 
“physics” substitute what Jevons called the “mechanics” of 
industry and trade, and the dictum might be applied without 
extravagance to the author of*the analysis that we have men- 
tioned. 

F. Y. EDGEWORTH 


Elements of Political Economy. By J. SHIELD NICHOLSON. 
(London: Black. 1903. Pp. 538.) 


THE scientific character of a work which is based on the 
author’s Principles of Political Economy may be taken for 
granted. The claim of the work to the character of ‘‘ Elements ”’ 
may be defended, whether we consider the points in which it 
differs from, or those in which it agrees with, the larger treatise. 

One difference adapted to the requirement of beginners is the 
suppression of controversy. The references to economic litera- 
ture are reduced, and presented in a form which, it may be 
hoped, is calculated rather to allure than alarm the youthful 
student. The comparative terseness of the compendium accounts 
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for another differentiating characteristic, a certain tendency proper 
to brevity. We shall dwell on one or two instances as illustrating 
the difficulties which obstruct the communication of economic 
knowledge in elementary doses. In the larger treatise Professor 
Nicholson had observed in the course of his lucid discussion of 
monopoly values (Principles, Vol. II., p. 66) that the monopolist 
must be able to adjust price and supply to any change in demand. 
“The monopolist, in the face of a fall of demand may indeed 
maintain his minimum price, but in most cases he will no longer 
obtain the maximum return possible, and in some cases the 
maintenance of the price might involve an actual loss.”’ This 
is perfectly correct ; both the assertion that the price which the 
monopolist will fix in the new conditions will not in general be 
the same as the old price, and the suggestion that the new price 
will be lower than the old price. But in some circumstances it 
is possible (as pointed out in the Economic Journal, Vol. VII., 
p. 235) that the fall in demand might be accompanied by a 
change of elasticity, such that it might prove to the interest of the 
monopolist not to lower the price, but to raise it, or at least to 
keep it the same. Can it be right then to say unconditionally 
in the Elements (p. 248): ‘If with a fall in demand he [the 
monopolist] tries to maintain the old price he will no longer 
obtain the maximum profit possible under the circumstances ”’ ? 
Quite right, we submit, regard being had to the character of a 
compendious work necessitating round statements. A fall in 
demand will be attended with a fall in monopoly price, unless 
there at the same time occurs a considerable diminution in the 
elasticity of demand. But as there is in general no reason to 
believe that a fall in demand will be attended with a change of 
elasticity in one direction rather than another, so it is most 
probable that a fall in demand will be attended with a fall in 
price ; that is the general or typical case. By a parity of probable 
reasoning our author is quite justified in stating, without further 
reservation than is implied in reference to the mathematical 
treatment of the subject: ‘‘ Any improvements... that enable 
the same amount of land to raise the same supply at less marginal 
cost have the same effects [as ‘‘ improvements that enable the same 
amount of produce to be raised from less land’’ ], namely, a fall 
in money rents.” (Cf. Economic JourRNAL, XIII, p. 626). Such 
round statements of economic truth are sometimes necessitated 
by the writer’s want of space and the reader’s want of training. 
Where under the conditions it is only possible to convey one idea 
it should be clear and appropriate to the typical case. To 
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attempt more might result in the learner’s obtaining no clear 
idea at all, or perhaps a wrong idea, the exception without the 
rule—a state of mind like that of the American Protectionist of 
whom it was metaphorically said that he could see a fly ona 
barn-door without seeing the barn or the door. Doubtless it is 
better to teach both the rule and the exception when the subject 
is of sufficient importance to justify a full exposition. The clear 
and candid statement of ‘‘ theoretical exceptions to Free Trade ”’ 
(Elements, p. 491, p. 358) does not obscure the general truth that 
‘although there are many cases ‘ worthy of deliberation’ there 
are very few worthy of adoption.” 

Among features of resemblance between the Elements and 
the Principles which conduce to the convenience of beginners is 
that arrangement of the subject according to which Distribution 
is discussed before Exchange. Since in the modern world 
Distribution is effected by a play of supply and demand it is 
tenable that in a logical order the theory of value should have 
precedence. It is thus that a mathematical student may first 
master the abstract theory of dynamics, then apply the theory to 
the motions of the heavenly bodies. But all are not disposed 
to “take the high priori road, and reason downwards.”’ 
The interests of the visible world must be displayed to the 
average student in order to allure him to the regions of abstrac- 
tion. The elementary teacher may be well advised in not 
affecting a too severely logical order. Like the poet he should 
rush into the midst of things. As the poet in the course of pro- 
longed digressions still keeps by occasional allusions the leading 
personage in the reader’s thoughts, so throughout our author’s 
book on Distribution we are reminded by occasional references 
that the subject is dependent on the theory of Value (Elements, 
pp. 22, 6€—7). 

There is a further reason in favour of the arrangement 
adopted by Professor Nicholson: it is Mill’s arrangement. The 
treatment of Progress in a separate Book is similarly justified. 
Considering that Mill’s Political Economy still forms a part of 
the curriculum in more than one distinguished University, a text- 
book which will serve as a vade mecum for travellers along that 
smooth but not always easy road to economic knowledge may 


well be a desideratum. 
F. Y. EDGEWORTH 






| 
: 
i 
| 
\ 
} 





70 THE ECONOMIC JOURNAL [MAR. 


Der Ausbau des heutigen Schutzzollsystems in Frankreich. By 
Dr. BERNARD FRANKE. (Leipzig: Duncker and Humblot. 
1903. 800 pp. xii, 148. Price 4 marks.) 


THIS volume (which forms Part I. of Vol. xxii. of the ‘‘ Staats- 
und socialwissenschaftliche Forschungen” edited by Schmoller 
and Sering) gives a brief account of the development of the 
protectionist policy in France from the point of view of a believer 
in moderate tariffs. It constitutes, therefore, a study of great 
interest and importance to all engaged upon our own “ fiscal 
question.”” The author’s conclusion is that ‘‘the preceding 
enquiries lead us to recognise that the French protectionist policy 
has on the whole had no sort of extraordinary success but that it 
has succeeded in ensuring a quiet, slowly progressive development 
of French industry. They show that the much condemned ‘ tariff 
reform’ is better than its reputation and that in the main it was 
the right thing for French circumstances. The numerous defects 
and extravagances, the artificialities and complications, in the 
whole modern French protective system—the aim of which is to 
give State help to every distressed branch of industry—have also 
been discussed. It has been shown that the several branches of 
industry have developed better after the tariff reform of 1892 than 
in the corresponding preceding period; that on the whole the 
colonies have gained by the protectionist policy; and that, on the 
contrary, artificial State-aid has helped the French mercantile 
marine but little.’ The backward condition of French industry, 
compared with that of other countries, is attributed by Dr. Franke 
to the stationary population, to the want of initiative among 
French merchants and manufacturers, and, above all, to the 
‘“‘ Rentnergeist ’—which perhaps may be translated the ‘‘ Consols 
frame of mind ”—of the people. 

The quotation just made very fairly describes the methods of 
the author. If it seems that his results are too favourable to the 
protectionist, the free trader can comfort himself with the 
accounts of the costly tariff wars (the effects of which endured 
even after the proclamation of peace), the injury inflicted on 
shipbuilding by the heavy duties on iron and steel, and the stag- 
nation of the silk industry. ‘‘ It cannot be maintained,” says the 
author, “that the high protective duties have been particularly 
advantageous to the production of silk . . . The condition of the 
French silk industry is no longer brilliant. Lyons is still un- 
rivalled for some patterns, but the French silk industry has felt to 
a serious extent the competition of other countries.” It is also 
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to be observed that the influence of other economic causes, besides 
protection, in producing the growth of trade after 1892, is not 
discussed by the author—a serious defect. 

A useful list of books, etc.,is given, but it would be much more 
useful if it were more bibliographically complete. This is a small 
blemish compared with the general merits of the book. Itis dis- 
tinctly a book which should be studied by British politicians at 
the present moment, and anyone who finds, like the present 
writer, reason to dissent from Dr. Franke’s approval of the French 
protectionist system, will find abundant evidence at his hand in 
this fair and moderate volume. 

Henry W. Macrosty 


Les Cartells de l Agriculture en Allemagne. By A. SoucHon. 
(Paris: Armand Colin. 1903. 8vo, pp. 351. Price 4 francs.) 


WE are accustomed to regard the Agrarian League (Bund der 
Landwirthe) as a political and anti-socialist body, but its activities 
extend into many other spheres. The notion that it is a body of 
large landlords is equally mistaken, for it includes only 1,460 
great landlords as against 7,540 moderate proprietors, 200,000 
peasants, and 5,000 non-agricultural members. It sells to its 
members manure, seed, and agricultural machines: it reimburses 
the value of tuberculous cattle or pigs affected by trichinosis not 
intended for public sale; it provides model account-books and 
will even for a small charge keep the accounts of individuals; it 
is an active propagandist of co-operation and directs through its 
central agents about 450 co-operative societies. Besides 80 credit 
societies, 29 co-operative ‘‘ stores,’ and 30 co-operative horse- 
breeding societies, there are 197 societies for the sale of milk and 
two for the sale of corn. In no other country, save perhaps Den- 
mark, is the organisation of agriculture more complete, and it 
is not surprising that the League has tried to control the sale of 
farm produce with the view of securing higher prices and larger 
profits to the producers. Professor Souchon in his most interest- 
ing book describes the efforts that have been made to organise 
the sale of grain, meat, and milk, and the production of alcohol 
and sugar. In a series of appendices he gives the statutes of the 


‘Corn Warehouse Societies at Halle on the Saale and Hohenliche, 


the Central Society for the Sale of Cattle, the Central Society 

for the Sale of Milk, the Alcohol Kartell, and the Sugar Kartell. 
As the author says: “It is always dangerous to sum up a 

descriptive study in a few conclusions ; people think that thereby 
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they gain in clearness, but they lose in truth.” This is even 
more applicable to a review, and we can only advise the agricul- 
turist as well as the student of business organisation to turn 
to Professor Souchon’s pages for a detailed description of the 
societies which form his theme and a cool appreciation of their 
power and merits. His book is deserving of the highest praise 
for many reasons, and not least because it is written in a style 
which carries the reader with ease over masses of facts and 
figures. 

The organisations aiming at the sale of grain, milk, and meat 
for the common interest of their members only cover a small 
portion of the total products, but they have succeeded in securing 
for the producers a respectable share of the profits that formerly 
went into the pockets of middlemen. Professor Souchon, how- 
ever, shows no optimism as regards the future of kartells in grain 
or meat; milk affords better prospects owing to difficulties of 
transport. In any case the development of large agricultural 
kartells will depend on the growth of local co-operative sales- 
associations. Agriculture may unite those two contrary ideas of 
trust and co-operation, which in industry have been mutually 
hostile. The Spirit and Sugar Kartells have been almost exclu- 
sively industrial, and, being concerned with the utilisation of 
agricultural produce, have had only a reflex action on agriculture. 
Professor Souchon thinks that the development of agricultural 
kartells will be favoured by the increasing industrialisation of 
agriculture, and where estates are large, while a protective tariff 
is an absolute necessity except possibly in the case of milk. 
Combination will also be made easier, as in the case of manu- 
factures, where the agricultural products are such as can be easily 
standardised or form the raw material of some other industry. 
So far the fears of consumers that they would suffer have not 
been justified except in the case of sugar. Lastly Professor 
Souchon does not seem enthusiastic about the prospect of a 
permanent advantage to the producers. The attempts at com- 
bination have all originated in periods of crisis, from the desire 
to escape from serious losses. Some successes there have been, 
but even under the strongest kartells ‘‘ the real evil is in over- 
production and no agricultural kartell has done anything to com- 
bat it.” Even if the other kartells develop greatly they will find 
their real difficulties begin when they call upon their members 
for a restriction of output. 


Henry W. Macrosty 
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Les Trusts Américanis. Leur Action, économique, sociale, 
politique. By Paut Lararcusz. (Paris: Giard and Briére. 
1903. Price 1 france 50 centimes.) 


Tuis brochure is partly a study, partly a denunciation of trusts 
from the Marxian standpoint. It contains nothing new except 
an overestimate of the power of the Ocean Trust and a complete 
misunderstanding of the Tobacco War. The capture of the 
Belgian glass works by the American trust is also to be reckoned 
among American failures. But M. Lafargue has been hypnotised 
by the size of the trusts, especially as they can be made to fit 
so well into the Marxian doctrine. His conclusion is :—‘‘ The 
American capitalists expect lean years after the fat years of the 
extraordinary industrial activity, which has lasted since 1899 ; they 
foresee, as Mark Hanna says, the greatest panic the world has 
ever seen and the collapse of a large number of businesses; and 
they believe that the trusts, well provided with capital and solidly 
organised on a national and international basis, will resist the 
economic storm and rise up more gigantic than ever on the ruins 
heaped around them. But will the victims, who in all social 
grades will be reckoned by millions, bear their misfortunes with 
Christian resignation ? Will they not force on the nationalisation 
of these industrial monopolies, which already is being demanded ? 
If capitalism bursts up in America, it will burst up in Europe.” 

So once more the revolution is waiting round the next 
corner ! 

Henry W. Macrosty 


Die Bewegung der Warenpreise in Deutschland von 1851 bis 1902. 
By Orro Scumirz. (Berlin: Siemenroth. 1903. Large 8vo, 
pp. 443. Price 12 marks.) 


In a brief introduction the author explains the formation of 
index numbers and discusses some criticisms of their utility. 
The commonest error is to suppose that the same series of index 
numbers can be applied for all purposes, whereas if the object is 
to trace changes in the Standard of Life retail prices of finished 
products must be studied, and if changes in the general price 
level are under examination, then prices in their purest form— 
raw material at the place of production—must be selected. In 
studying general prices, also, Mr. Schmitz thinks that it is better 
to take prices in a single leading market than to take the average 
of a number of markets where local considerations, freight, &c., 
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disturb the movement. Further, it is his view that the relative 
importance of commodities has not the great influence on the 
index number, which is often attributed to it. Another acute 
criticism is that the published average prices of commodities are 
not true averages, but only represent the mean of the different 
prices at which the class of goods was sold, without taking into 
account the quantities sold at the respective rates; practically, 
however, he thinks that in taking monthly averages these differ- 
ences would cancel each other. 

Mr. Schmitz has taken the prices recorded by the German 
Imperial Statistical Department since 1879, and the prices 
recorded by the Hamburg Bureau of Trade Statistics for 1851-85 ; 
as the two records overlap he is able to compute a consecutive 
series of index numbers since 1851. He gives the prices of 29 
commodities arranged in six groups :—Grain, including wheat, rye, 
barley, oats, maize ; products of agriculture and fishery—herrings, 
rape-seed oil, spirits, raw sugar, meat, lard; Colonial products— 
tobacco, coffee, rice, pepper; Textile raw materials—cotton, 
wool, hemp, raw silk, linen yarn; Metals—Silesian pig iron 
for casting, Westphalian Bessemer pigs, lead, copper, zinc, tin; 
Firing—Westphalian bituminous coal, Silesian gas _ coal, 
petroleum. Monthly prices are given for each of these com- 
modities; monthly, quarterly, half-yearly, and yearly index 
numbers are calculated for each commodity and for each group. 
A total index number is then calculated for the same periods. 
Finally index numbers are given for periods of 5, 10, 22, 25, and 50 
years. The ten years, 1879-88, are taken as a base period. The 
price movements in the different wares are illustrated by 43 
coloured tables, annual averages being represented in columnar 
form. Owing to the method of shading adopted many of these 
tables are difficult to read, and there is absolutely no advantage 
over the ordinary curves. Exception may also be taken to the 
amalgamation of the prices of cattle, calves, sheep, and pigs into 
one average price for ‘‘ meat.” In two appendices particulars are 
given of the production of gold, the movement of the bank rate 
since 1851, and an attempt is made to trace the general history 
of wheat prices so far as records exist. 

Only those who have to deal with index numbers can 
appreciate the labour of compiling a book of this kind—the task 
of ten years as the author says. It can be thoroughly re- 
commended to all whose studies lead them to compare prices in 
different countries, Henry W. Macrosty 
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The Fundamental Problem in Monetary Science. By CorREA 
Moyian WatsH. (New York: The Macmillan Co. 1903.) 


In a notice in this Journal, Vol. XI. p. 404, of a book pre- 
viously published by Mr. Walsh, it was said that the capacity for 
taking endless trouble .distinguishes the work of this author. 
This opinion will certainly be confirmed by a perusal of the 
volume now under review. The labour involved in the research 
alone must have been enormous, and nowhere else, as far as I am 
aware, has the problem here dealt with been discussed in such a 
searching manner. 

The book is divided into four Parts. In Part I., “‘ Introduc- 
tion,” we find the nature of the problem set forth. It having 
been “almost universally recognised’’ that the primary quality 
of good money is stability of value, the author sets himself the 
task of considering ‘‘ what kind of value is it that money measures 
and stores and should possess in a stable manner” (p. 2). After 
discussing use-value, he narrows the question to the selection 
between exchange-value, cost-value, and esteem-value as being 
the proper kind of value for this purpose; esteem-value being 
measured by the effort we are willing to put forth to acquire 
things; cost-value by the effort things cost their producers; and 
exchange-value by the purchasing power of one thing over 
things in general. Finally, he concludes that ‘‘ the problem may 
be regarded as principally a two-faced one” (p. 12), that is, the 
choice between commodity-value or exchange-value and labour- 
value, under which heading he includes both cost and esteem- 
value. 

Part II. consists of a historical survey of this problem, in 
which Mr. Walsh shows that economists, when demanding the 
invariability of the value of money, have attached different 
meanings to the same words. After some allusion to the vague 
ideas of the early economists, English readers will be a little 
startled to find Adam Smith described as ‘‘ the father of con- 
fusion in modern political economy” (p. 46). Exchange-value 
was no doubt what Adam Smith nominally started with, but 
wages were his measure of “real value”; and wages, or rather 
earnings, are a measure of esteem-value, because “‘the more 
money people in general earn, the less they esteem it”’ (p. 50). 
Thus confusion arose from the application of the measure of 
esteem-value in order to ascertain the ‘‘ exchangeable value”’ of 
money. Ricardo continued the confusion, generally meaning 
cost-value by value, though still confusing it at times with 
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exchange-value. Then follow two chapters in which the views 
of nearly twenty followers of Adam Smith and Ricardo are 
epitomised. Passing on to economists confused between a labour- 
value and exchange-value, we find over twenty names mentioned 
in this list, including Mill, Fawcett, Prof. A. Marshall, and Prof. 
Hadley. Mill is quoted as stating that a commodity universally 
produced by the same quantity of labour is a commodity always 
produced under one and the same combination of all the circum- 
stances which affect ‘‘ permanent value.”” But permanent value, 
according to Mr. Walsh, if thus determined, is cost-value and 
not exchange-value; though Mill declared that exchange-value 
was the only meaning which he intended to attach to the word 
value. And, from this and from other passages, it is held to be 
impossible to definitely assert what was desired by Mill as 
regards the stability in value of money. Prof. A. Marshall is 
included in the list because, whilst he ‘clearly states” that 
money should be stable in general purchasing power, he also 
declares that injustice will be done to the working classes if 
money remains constant in exchange-value when the efficiency 
of labour is increasing. 

In the remaining chapters of Part II., we find a discussion of 
the views of nearly fifty more writers on money, under the head- 
ings of ‘‘ Economists who have passed from one standard to the 
other standard,” ‘‘ Continuators of the early doctrine of exchange- 
value,” and ‘‘ Mediators between the two standards,” in which 
latter category my name appears. 

In Part III, ‘‘ Systematic Review,” the views of different 
authors are sorted out, thus enabling the reader to estimate the 
volume of opinion on the different sides of the various questions 
involved in this controversy. With regard to the question 
whether debtors or creditors should gain the whole benefits 
arising from industrial progress, or whether these benefits should 
be shared between all parties, Mr. Walsh proves that the older 
economists help us but little in arriving at a solution, and that 
the recent economic writers are at variance. 

Part IV. begins with general observations on the nature of 
the standards of value, including the commodity standard, the 
prices and wages standard, the wages standard, the earnings 
standard, and the cost standard; and he states that ‘‘ the cost 
standard is the wages standard, or the earnings standard, with 
wages or earnings measured by the hour” (p. 282); whilst with 
money stable in esteem-value the average of all incomes should 
remain constant. 
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After these preliminary observations, Mr. Walsh attacks the 
problem itself, and although this part is headed ‘‘ Toward a 
solution,” these chapters read somewhat like a case in favour of 
money being stable in exchange-value, and for prices being stable 
during periods of industrial progress. It is impossible here to 
follow the author through all his arguments, some of which 
appear to me to be more subtle than solid. As to the question 
of justice to the creditor when debts are repaid, if we are only 
looking to possible reforms in monetary systems, Mr. Walsh 
hardly takes sufficient account of the fact that, for debts con- 
tracted after the regulation of money on any particular basis of 
value, the question of abstract justice would not arise ; whereas, 
with regard to existing debts, the question of the just interpreta- 
tion of a bargain between two parties which was understood by 
neither party can hardly be answered in a scientific manner. 

Some of the arguments in favour of the exchange-value 
standard are both telling, and, I think, original. If I understand 
the general drift of the argument aright, Mr. Walsh would urge, 
though in very different words, that if we had to abandon gold 
as the standard of value, and if we had to decide on the value in 
which debts contracted in gold had to be repaid, it would appear 
just to select, as the standard of value, a commodity, real or 
imaginary, which followed the law of the average ; and that if we 
acted thus, average prices would remain stable, however great 
the increase in average production might be (p. 311). He also 
very effectively suggests that falling prices produce a desire on 
the part of undertakers to limit output (p. 348); whilst urging, 
as has been often urged before, that falling prices unduly benefit 
the drones of industry (p. 350). But his arguments against the 
stability of money in exchange-value are, as it appears to me, 
not very well stated. If prices remain stationary in periods of 
progress, persons living on fixed incomes do not get any share in 
the benefits arising from that progress; but Mr. Walsh considers 
that it is wrong to state that in these circumstances they are 
‘‘injured because they are not given a share in the progress of 
others” (p. 320). Men, however, do estimate their lot very 
largely by comparison with the lot of others, and it can hardly be 
denied that a class is rendered less contented, and injured in this 
sense, by the progress of others, and that a uniform distribution 
of benefits may be supported on utilitarian principles. In dealing 
with the question of the effect of various standards on the rate 
of interest, he measures ‘‘real interest” by exchange-value 
(p. 291), and I am inclined to think he has had the misfortune, 
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noticed by him as occurring to so many others, of falling into 
the trap set by the use of the word “real’’; that is to say, 
having adopted the word ‘‘ real,” he is too apt to neglect all other 
possible meanings of the word before which this prefix “real” is 
used. Lastly, he underrates the stimulating effect of rising prices 
and the difficulties connected with the readjustment of wages, a 
readjustment which should take place with every increase of 
productive power if prices remain stable. The statement that 
‘there is every reason to suspect that this contest [over salaries 
and wages] is as great, and consequently with as much friction, 
whatever be the behaviour of money, if steady and regular ”’ 
(p. 357), does not appear to me to be well supported ; and to say 
that money ‘‘is not a distributor of wealth ’’ (p. 362), is to beg 
the question. 

In the concluding chapter, Mr. Walsh pleads forcibly for a 
solution of this question, considering the existing confusion 
intolerable. The problem discussed is no doubt a fundamental 
one in the science of money. The question whether ten or some 
other number should serve as the base of enumeration is a 
fundamental one in arithmetic, though no one now considers it 
to be an important question. Mr. Walsh may in a similar way 
exaggerate the importance of his fundamental question. Guiding 
lines on which to work would no doubt be very useful in circum- 
stances analogous to those which occurred in India when it 
became necessary to arbitrarily fix the gold price of the rupee, 
and thus arbitrarily to affect the value in which debts contracted 
in silver were to be repaid ; and if ever the dreams of alchemists 
become true, and gold can be freely made out of other elements 
(not such a wild hypothesis as it would have appeared only a few 
months ago), the question of the proper regulation of inconvert- 
ible paper money, and the “ value’”’ it should be fixed at, would 
at once become one of great practical importance. Without 
doubt, therefore, we ought to be very grateful to Mr. Walsh for 
having undertaken this very careful, laborious, and able investi- 
gation, an investigation which certainly will greatly help his 
readers toward a solution of this difficult problem. 

As a “ mediator,’’ however, I am not yet convinced that some 
compromise between the two standards would not be the best 
solution in case it ever became necessary to regulate the value 
of money. In many social questions—and the regulation of 
money would be a social question—the various conflicting con- 
siderations can never be reconciled, and the balance of advantages 
and disadvantages tells in different ways at different times and 
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places; in which case the mediator can urge his views with great 
force. Mr. Walsh, I venture to think, frequently strives at too 
great theoretical purity in dealing with these many-sided problems. 
For example, it would be possible to devise a standard of value 
dependent on the price of the total output of commodities per 
man per annum, and the value thus measured would have some 
analogies with esteem value proper. Such a method of measur- 
ing value is condemned by Mr. Walsh in a previous work on 
grounds that are in themselves unanswerable; and he appears to 
be led in this volume to consider that the only choice is that 
between general exchange-value measured by the price of units 
of commodities, and labour-value measured by wages or earnings. 
As he objects, on theoretical grounds, to the inclusion of wages 
and the prices of commodities in the same list, he is led to 
condemn any compromise between these two forms of value. 
But if he had been willing to forgive some theoretical short- 
comings on the part of the output per man commodity standard, 
he might have found that his objections to a compromise were 
lessened. 

In conclusion, I can only say that Mr. Walsh’s work has both 
modified and enlarged my own views on the general subject of 
value ; and, as it is of immense importance that clear notions as 
to the meanings given to this word should obtain in all economic 
discussions, it appears to me that this volume constitutes a 
valuable addition to economic literature. 

LronarD DarwWIN 


The Money Problem. By ArntHuR Kitson. (London: Grant 
Richards. 1903.) 


Accorpinc to Mr. Kitson, political economy ‘does not 
accomplish what it professes ; it fails to solve the problems with 
which it deals, it refuses to harmonise with established science, it 
is incoherent, illogical, irrational’’ (p. 23). Those who think 
there is no chance of being converted to these views will probably 
not find it worth their while to read this volume. The author is 
an advocate of paper money, ‘“‘ backed by wealth’’ and not by 
gold; and he seems to believe that, since the average exchange 
value of commodities generally cannot vary, it follows that if 
paper money were issued on this basis, it would somehow or 
other remain stable in value. The following extracts may enable 
the reader to form a guess whether there is confusion in the mind 
of Mr. Kitson or in the mind of his reviewer ; one or the other 





80 THE ECONOMIC JOURNAL [MAR. 


there certainly is. ‘‘The absurdity of limiting the amount of 
money issued, in order to maintain it at a certain ‘value,’ is 
equivalent to that of a railroad company limiting the number of 
tickets printed in order to maintain a certain fare” (p. 149). 
‘Value arises only where scarcity exists—where the supply is 
limited; hence gold is the worst possible material of all for 
monetary purposes’’ (p. 153). ‘‘ Under the system I propose 
variations in supply and demand of money could have no effect 
upon prices, because the supply would be always ample to meet 
the demand”’ (p. 225). ‘‘ Further, the supply of money would 
be so abundant that interest for the use of money would rapidly 
disappear. Interest is only possible witha restricted currency ” 
(p. 226). LEONARD DARWIN 


History of Coinage and Currency in the United States and the 
Perennial Contest for Sound Money. By A. Barton 
Hepsurn. (New York: The Macmillan Co. 1903.) 


As stated in the preface,a need existed for a work of con- 
venient size covering the history of coinage and currency in the 
United States, and available as a book of reference ; and this need 
Dr. Hepburn has supplied very well indeed in the volume now 
under review. The work is almost entirely historical, and, as a 
history, there is little to be said in the way of criticisms. The 
English reader, it is true, if not a banking expert, may find a little 
difficulty in preserving a clear conception of all the different kinds 
of paper money and of the conditions attached to them. This is 
a fault which it may, however, have been difficult to avoid if so 
much valuable information had to be compressed into a single 
volume. 

The work is divided into five parts. In Part I. the period from 
Colonial times until the Civil War is dealt with, the coinage and 
the paper currency being separately treated. Part II. deals with 
the period from 1861 to 1890, thus including an account of the 
complicated monetary history of the War. The silver agitation 
after the war, and the National Banking system are discussed in 
separate chapters. Part III. brings the history of American 
Currency down to the present day, includes the silver contest of 
1896 and the Reform Act of 1900. Parts IV. and V. consist of a 
Bibliography and an Appendix. 

This work is, in fact, the record of an unceasing struggle in 
favour of sound monetary methods led by the intelligent few 
against widespread ignorance, prejudice, and self-seeking of the 
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many. Much has been accomplished during this struggle, but 
something remains still to be done. The enormous mass of 
silver accumulated in the Treasury is evidently considered to be 
an element of danger, for which, however, no remedy is clearly 
suggested. The sale of a portion of this silver, and the purchase 
of gold with the proceeds, is, perhaps, considered to be a reform 
too obvious and too unpopular to be worth discussing at 
present. 

The main reforms suggested by Dr. Hepburn in the con- 
cluding chapter are connected with the Sub-Treasury system and 
the National Bank note issues. There is, however, little economic 
discussion in the preceding chapters to aid one in judging of 
their soundness. As to the first of these suggestions, Customs 
receipts must, under the present law, ‘‘ be paid directly into the 
Treasury, and money once in the Treasury can only be gotten 
out by means of an appropriation by Congress.”” It is im- 
possible to doubt the wisdom of reforms tending to diminish this 
seasonal and variable locking up of the currency in the Sub- 
Treasuries; and it is suggested that a law should be passed 
authorising the Secretary of the Treasury to deposit any and all 
funds over and above certain necessary reserves and balances in 
the banks in the leading commercial cities (p. 424). 

As to the suggested reforms with regard to note issues, the 
fact that Dr. Hepburn is the Vice-President of a National Bank 
must make one consider his views both with respect and with 
caution. Under the existing system, seasonal stringencies occur 
because of the demand for money in connection with the move- 
ments of crops. National Banks can, it is true, increase their 
note issues by the deposit of bonds in the Treasury; but this is 
often not a paying transaction. The suggestion here made is 
that National Banks should be allowed to issue notes on the 
security of their assets without the deposit of any bonds, the 
necessary safeguards being confined to guarantee and safety 
funds. Dr. Hepburn considers that it is possible to estimate the 
mortality of banks by statistical inquiry as accurately as the 
mortality of human beings, and, judging by the analogy of life 
insurance offices, that notes issues can be made “ perfectly safe 
and sound” by the means suggested (p. 427). The normal 
mortality of banks can thus, without doubt, be provided for; but 
life insurance offices do not guard against war risks, and the 
question is whether the suggested safeguards would be sufficient 
in any abnormal commercial crisis. Dr. Hepburn might answer 
that exceptional circumstances must be met by exceptional 
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measures. The legislation affecting the reserves of gold, and 
consequently their total volume, might be unaffected by the 
proposed changes; but the amount of coin in circulation and 
held for immediate use by the National Banks would be 
diminished. Thus any great increase in the facilities for note 
issues would obviously be a source of danger should commercial 
panics produce a tendency to hoard coin, for a large amount of 
coin normally in circulation and in temporary reserves must 
act as a safeguard at such times; but, on the other hand, the 
locking up of capital in gold reserves or in circulating gold 
is a loss to the nation. The various questions connected with 
monetary stringency are not, however, sufficiently discussed in 
this volume to give us much assistance in estimating the right 
weight to be attached to these opposing considerations; and 
it must be remembered that, as we are here accustomed to a 
system where notes are little needed, and where the seasonal 
stringencies are not severe, we may take an erroneous view of 
the wisdom for other countries of such reforms as are here 
suggested. 
LEONARD DARWIN 


Die Indische Wahrungsreform. By Dr. Otto Heyn (Berlin: 
Guttentag. 1903. Pp. ix, 575.) 


Dr. Orto HEYN is a well-known writer on currency questions ; 
his book on Indian Currency Reform, which is published under 
the auspices of the German association for the preservation of a 
gold standard (Verein zum Schutz der deutschen Goldwahrung), 
will not fail to add to his reputation. The subject is a highly 
controversial one, but fortunately the main facts and statistics 
necessary for a study of the question are fairly complete. The 
problem is to study them critically in the light of economic 
science and to balance the good and evil effects of a gold standard 
for a country such as India. The Indian Government had con- 
tracted obligations in gold, while it retained a silver standard. 
The regular and increasing divergence of the difference between 
the value of gold and silver was a source of embarrassment to the 
Government. The fall in the gold value of silver was beneficial 
to certain industries, harmful to others, but a highly fluctuating 
exchange between Europe and India was a serious evil. Prima 
facie the situation was one which called for a remedy, but it must 
be remembered that the remedy adopted at one stroke lowered 
the value of all the silver ornaments possessed by millions of Indian 
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subjects. It may well be doubted whether the advisers of the 
Indian and Home Governments did not lay too much stress upon 
official convenience and too little upon the hardship caused to the 
poor. Now, however, the question has passed beyond the domain 
of controversy and the time has come to take stock of the facts. 
India has a gold standard with a token currency; one difficulty 
in the way of accurate budget forecasts has been removed ; 
fifteen rupees are never very different in value from one pound 
sterling. Dr. Otto Heyn’s book states the facts fairly and fully ; 
he has used all the best material; he has treated it scientifically ; 
it is a book which deserves high praise and careful study. The 
most important part of the book is that which deals with the 
industrial significance of the reform for India; this is treated in 
all the necessary detail, but it would take too much space to 
discuss or criticise each special topic. It is enough to say that 
the book isa very good one. C. P. SANGER 


British Industries: a Series of General Reviews for Business 
Men and Students. Edited by W. J. Asutey. (London: 
Longmans, Green and Co. 1908. Crown 8vo. 6s. net. Pp. 
Xv., 232.) 


THE Faculty of Commerce at Birmingham, like the move- 
ments recently initiated in other English academic centres both 
of ancient standing and of recent foundation, will be watched 
with a lively interest by all economists. For, although these 
several ventures differ in the relative importance assigned to 
particular varieties of the common objects kept in view, and in 
the details and even, to some extent, in the character of the 
instruction contemplated, yet the resemblances which they pre- 
sent are fully as conspicuous as the variations shown. Some of 
the schemes may be more comprehensive in the description of 
students for whom they hope to provide, and this spirit is per- 
haps especially characteristic of the older seats of learning. 
Others may be more closely and continuously concerned with 
the actual technique of business practice, and this purpose pre- 
vails in the newer Universities located in the midst of manu- 
facturing and commercial life. Such an intention is emphasised 
at Birmingham by the very title given to the Faculty. Under 
its auspices the ten lectures contained in this book were delivered 
during the winter of 1902-3. Professor Ashley states in a 
Preface that the ‘main object of the volume is to serve the 
purposes of students in the new Faculties and Departments of 
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Commerce that are being created in our Universities”; and he 
also observes that ‘‘ it was hoped that the lectures would prove” 
‘interesting and suggestive to men already in business.” ‘‘ Men 
of affairs,’ he writes, “ will find information in them not easily 
accessible elsewhere; and those who are concerned in the 
administration of one particular trade may perhaps learn some- 
thing from the arrangements and experiments of other branches 
of business.”’ 

The book may therefore be regarded as a sample of a fresh 
type of instruction. We think that it would not be easy to 
introduce the new training under more favourable auspices than 
are thus furnished, or to present a more forcible recommendation 
of the curriculum of which this book is an illustrative example. 
Within a moderate compass a wealth of suggestive commentary is 
offered on the past history, the present position, and the future 
prospects of British Industries. Professor Ashley describes the 
volume, which does not extend to more than 232 pages, as a 
“modest contribution to the preliminary survey and description 
of English business life; toward that account of the external 
organisation of trade which one may call ‘economic morpho- 
logy.’” We could hardly have believed, before we had read these 
lectures, that it could have been possible to convey so much 
valuable information within such moderate limits. We think 
that any careful student will obtain from these pages, what we 
do not know that he could derive in such ample measure from 
any other source, an adequate general idea of the situation, the 
antecedents and the characteristics of the chief industries of this 
country. Nor, we can promise, will he be wearied by a dull 
repetition of dry detail. The lectures are as admirable in their 
freshness as they are remarkable for the mastery shown of their 
subjects as a whole by the respective lecturers, and for the just 
sense of proportion preserved in the allotment of the time at 
their disposal to the several divisions of which they wished to 
treat. A captious critic might perhaps accuse Mr. Grinling, who 
lectures on British Railways, of laying an excessive stress on the 
danger, to which railway companies are liable, of charging to 
capital what should be more properly charged to revenue, if, at any 
rate, sufficient allowance be made for necessary depreciation. But 
the emphasis is in accord with what the lecturer describes as the 
distinguishing characteristic of British Railways. He maintains 
that they are primarily “‘ business enterprises.” In their past 
history men of affairs, not engineers, have occupied the leading 
réle; in the present day legislators are not unlikely to err if they 
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neglect the legitimate desire and intention of the shareholders to 
secure a sufficient dividend; in the future the keeping of correct 
accounts will be a necessity of a continued prosperous existence. 
In fact, the full title of the lecture is “‘ British Railways as 
Business Enterprises.” 

The point which Mr. Grinling thus forces into prominence 
is likely to escape attentive observation. In this respect its 
treatment harmonises with the practice of the other lecturers. 
The suggestive character of the lectures is not their least meri- 
torious quality. In this spirit Dr. Ginsburg, who discusses 
British Shipping, contrasts the encouragement given by foreign 
countries to their merchant shipping with the disabilities placed 
on that industry by legislative action in Great Britain. He 
suggests that the real position is not shown by the facts which 
are alone apparent. For a ‘‘ payment for work done,” liberally 
measured, may, as he shows, cover a more sensible subsidy than 
could be suspected by those who did not examine the terms of 
the payment arranged. This, he thinks, is the case with German 
shipping. He also urges the consideration that the policy of 
subsidies is not to be condemned because it has been injudiciously 
applied, by the French for example, and in consequence of a mis- 
use has yielded unsatisfactory results. He argues that restric- 
tions of the coasting trade by foreign countries are a disability 
placed on English shipping which is not the less real because it 
is sometimes overlooked. By contrast with this disadvantage 
foreign shipping using our ports is exempt from regulations to 
which British shipping is subjected in the matter of the pre- 
scription of a load line and payments such as light dues exacted 
for the maintenance of precautionary measures for safety of 
navigation. 

Dr. Ginsburg does not regard with apprehension the Morgan 
shipping combine, and events have justified his estimate of its 
financial prospects. The general question of the Trust Move- 
ment in Great Britain is handled in a separate lecture by Mr. 
Macrosty. This is an admirable discourse. The lecturer throws 
a flood of instructive light on a subject hitherto obscured. He 
distinguishes what has often been confounded, and contrives to 
introduce order where disorder has prevailed. His classification 
of different forms of combination, from their inchoate and ten- 
tative beginnings to their complete and comprehensive develop- 
ments, is as illuminating as his scrutiny of the reasons for their 
failures is suggestive. We cannot recall any other instance in 
the copious literature on this important phenomenon of modern 
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business from which the student can gain so much knowledge at 
the cost of so little trouble. 

The account of the Midland Iron and Steel Wages Board, 
given by Mr. Daniel Jones in another lecture, is equally authori- 
tative; and we think that Professor Ashley was moved by a 
happy inspiration when he decided to include among the lectures 
an account of the results achieved by the combined influence of 
common sense and systematic organisation in the prevention of 
needless breaches of the industrial peace. Nor could he have 
placed the presentation of this topic in more competent hands ; 
Mr. Jones brings a ripe experience, a sane judgment, and a 
sustained enthusiasm, to the exposition of his attractive theme. 

In addition to the lectures we have noticed some of the most 
prominent industries of the country are handled by Mr. J. 8. 
Jeans, Mr. Elijah Helm, Mr. Frederick Hooper, and Sir R. Lloyd 
Patterson. The iron and steel, the cotton, the worsted and 
woollen, and the flax and linen trades are treated in successive 
lectures by the authorities we have mentioned. The enumeration 
of their names is sufficient to attest the value of their contribu- 
tions. They bring into due prominence in each case the salient 
features of the industries they know so well; they show what 
circumstances have led to their past successes, and what dangers 
threaten their future prospects. Certain common characteristics 
are found in all, but their differences are no less noteworthy. In 
the case of cotton, we buy the raw material abroad and the bulk 
of our sales is conducted with customers who live in foreign 
countries. The moisture of the Lancashire climate and the 
thoroughness of the business organisation are the most obvious 
causes of our success. An elaborate division of labour marks 
the whole process of production from first to last. This charac- 
teristic is shared by the woollen and worsted industries of York- 
shire ; and is described in sufficient detail by Mr. Hooper. In 
the case of iron and steel the same appropriate amount of detail, 
illustrative of the past history and the present condition of the 
trade, is furnished by Mr. Jeans; and he also supplies material 
on which any prognostication of the future must be based. We 
have to allow, on the one hand, for the depletion of the supplies 
of ores of different grades in our own country and in the lands 
of our foreign competitors. We have, on the other, to remember 
that our geographical position and the shipping facilities we enjoy 
are tolerably permanent conditions. We have, in the last place, 
to notice the menace threatened by the aggressive action of 
foreign trusts and syndicates. 
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In these remarks the fiscal question is at any rate suggested. 
The observant reader may, indeed, derive from obiter dicta scat- 
tered in these lectures some efficient aid in settling that vexed 
problem. From Mr. Helm, for instance, he may learn the 
importance of a cheap supply of raw material ; by Mr. Hooper 
he may be induced to note the injury wrought to British industry 
by the protective tariffs of foreign countries; from Dr. Ginsburg 
he may ascertain how the active encouragement of shipping may 
produce important or unimportant effects according to the wisdom 
by which it is directed. These are a few out of many illustrations 
which might be given; but it should be added that, as the lec- 
tures were delivered before the controversy became acute, the 
lecturers can be charged with no parti pris except that arising 
from a judgment formed or a bias contracted in independence of 
the present discussion. Their opinions are not the less valuable 
on that account. As Professor Ashley remarks in his Preface, 
‘some of the contributors ’”’ to the volume “ will be found argu- 
ing on one side, some on the other.” They differ similarly in 
the respective views which they maintain on the prospects and 
effects of Trusts. ‘‘ These divergences,” he adds, ‘‘ ought to set 
the student thinking.” 

The lectures were intended primarily for students belonging 
to the Faculty of Commerce, but they possess a wider interest. 
We believe that economists will be grateful for their publication. 
Professor Ashley observes in his Preface that when asked ‘‘ What 
is the value of Political Economy to a young man going into 
business ?’’ he has had to reply that ‘‘ it depended on the Political 
Economy.” ‘A student,” he adds, ‘ who took advantage of the 
opportunities offered by the wide range of courses of instruction 
given under the head of Political Economy in a great German or 
American university would gain much more than he could get 
from the limited body of argument and observation which passed 
until recently in England as Political Economy.” Professor 
Ashley, as all economists are aware, is an able controversialist ; 
and, if his feelings towards his opponents have grown more tolerant 
and kindly with the lapse of time, bis opinions have not lost in 
robustness of conviction or plainness of expression. In this 
instance, however, he proceeds to observe that ‘‘ this limitation 
was naturally more marked in the ordinary academic instruction 
than in the writings of the few eminent economists we have been 
fortunate enough to possess.’ We doubt, indeed, whether any 
British economist of the front rank, whatever be his views on 
the question of modes of economic reasoning, or methods of 
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inquiry, could fail to welcome the advantages to be obtained from 
the attentive perusal of this volume; nor would he deny the ap- 
propriateness of these lectures to the occasion of their delivery. 
For all those new movements, to which we alluded at the begin- 
ning of this review, share in common the conviction that 
Economics should occupy a more prominent place than it has 
hitherto taken in the education of those intending to pursue a 
business life, and that the position assigned to it in English 
Universities has heretofore been unreasonably confined. In these 
respects, at least, the teachers in old and new academic centres 
are agreed ; nor, we think, would the assertion that these lectures 
handle topics which should form an essential part of an adequate 
general economic training be less cordially received by the large 
majority, if not the whole assembly, of English economic teachers. 
Professor Ashley has, in fact, conferred a service on economists 
by their publication, which is no less considerable than that which 
he has rendered to the students of the new Faculty at Birming- 
ham by affording the opportunity of listening to their delivery. 
L. L. PRicz 


1. Un Socialisme en Harmonie avec la Doctrine Economique 
libérale (Bibliotheque Sociologique Internationale). Par 
EvuGEenio Ricgnano. (Paris: Giard. 1903. Pp. vii, 390. 
7 fr.) 


2. Christian Socialism in England. By ArTHUR V. WoopwortH, 
Ph.D. (London: Swan Sonnenschein and Co. 1903. Pp. 
vi, 208. 2s. 6d.) 


Signor RicNANo’s treatise is an interesting and in many 
ways a significant contribution to Socialist doctrine. As the title 
suggests, it is an attempt to combine the truth of Socialism with 
the truth of Individualism in the system of national economy. 
The author accepts the Socialist criticism of the economic 
system as it exists, but concentrates his attention upon the pivot 
on which it turns—the existing right of property. The “ ex- 
ploitation of labour” is due to the economic divorce between the 
labourer and the instruments of production, and this divorce is 
maintained by the existing right of property—more particularly, 
by the right of free bequest. The result is the creation of a 
proletarian class: a class, however, which is not only attaining 
to political power, but to a collective consciousness. The 
question, therefore, is whether the proletariate can attain its 
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economic deliverance by the institution of a new right of 
property, and if so, what would be the form most adequate for 
its purposes. To Signor Rignano this is none other than the 
question of the right of bequest. After a review of different 
principles of restriction, Signor Rignano puts his own proposal 
in the form of a succession duty “ progressive in time.’ The 
principle may be regarded as a generalisation of the particular 
schemes advocated by M. Huet (in Régne Social du Christianisme) 
and (in respect of Land Nationalisation) by A. R. Wallace 
among others ; but the application of the principle is at once 
more thorough-going and more elaborate. The aim is ‘‘ the speedy 
realisation of a vast nationalisation of the instruments of pro- 
duction and capital in general,’ with a view to ‘‘ equalising the 
initial conditions of the economic struggle,’ but in such a way 
as to give free play to the “survival of the fittest,’’ and to act as 
‘a powerful stimulus” to industry, saving, and the continuous 
formation of fresh capital (p. 40). The general scheme of suc- 
cession duties which, according to our author, would do justice 
to these various and difficult requirements, may be illustrated 
from the law of property as regards “ patents’’: his scheme may 
be in fact described as “‘a patent of capitalisation or of accumu- 
lation”’ for a limited instead of an unlimited period (un véritable 
brevet de capitalisation ow d’accumulation a durée temporaire)— 
combining, that is, the advantages of being at once a sufficient 
stimulus to the patentee, and an accumulating “‘ gratuity” to the 
community. The idea is that the right of the testator over the 
property which he inherits (and by consequence his right of gift, 
inter vivos) would differ from his right over the disposition of the 
wealth acquired by his personal effort; the freedom of bequest 
which he should be allowed in respect of the latter would be 
considerably restricted in respect of inherited property, and would 
gradually be annulled after a certain number of transmissions. 
The author adds an example, in algebraical formule, of the 
“ progression’’ in the nationalisation of instruments of pro- 
duction and capital in general that might result. He attaches, 
however, more importance to the principle than to its particular 
application, though he takes an opportunity (in the French 
edition of his work) of meeting (or at least of attempting to 
meet) the objection that it might be difficult in practice to dis- 
tinguish between what has been accumulated and what has been 
acquired. The point at any rate is that the author builds his 
whole hope for the future of the working classes upon some such 
modification of the right of property, or the law of inheritance, 
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and he proceeds to sketch the ‘ profound modifications” in the 
social and economic structure to which the ‘“‘new” right of 
property would lead. The results to be expected form a gradual 
and continuous process of “‘ nationalisation,” so far as they affect 
the existing system of taxation, are such as have been depicted 
by other advocates of nationalisation, but it is in the application 
of the proceeds that Signor Rignano distinguishes himself from 
the general company of Socialists. The instruments of pro- 
duction acquired by the community are to be made available for 
the cooperative production of labour associations. The principle 
of ‘the nationalisation of the instruments of production and 
capital in general” once admitted, the economic harmonies of 
Bastiat then ‘‘come into their own’”’: we shall have a regime of 
liberty and free competition in which none of the competitors 
will have an “ initial artificial advantage.”” The actual industrial 
organisation contemplated by Signor Rignano would be in fact a 
system of competitive industry in every kind of production which 
does not lend itself naturally to state or municipal administration ; 
a system, however, in which the power and opportunities of 
“private’’ capital would be gradually diminished, and the 
character of production would take a more strictly and genuinely 
productive form. The disadvantages of competition would be 
removed and its advantages would remain. 

It is in this way that Signor Rignano endeavours to use 
Marx and Bastiat not as antitheses but as necessary complements 
to each other. Competition is the mainspring of industry; to 
endeavour directly to restrain its action is to arbitrarily arrest 
progress. The social consciousness can only act upon com- 
petition indirectly by a modification of the legal system of 
property in such a way as to ‘favour energetically’’ the 
development and co-ordination of associations, 7.e. syndicates of 
production, on the one hand, and cooperative societies of con- 
sumption, on the other. 

We have not space to follow the economic system sketched 
by Signor Rignano in further detail: it certainly does sufficient 
justice to the industrial virtues which usually figure as vices, or 
at least as vicious extremes, in the literature of socialism; 
and it is pervaded by the perception (in which Mr. Morley finds 
the key to the political growth of Mr. Gladstone) of the “‘ value of 
liberty as an essential condition of excellence in human things.” 
Whatever view we may take of the reasonableness or practicability 
of our author’s ideas and proposals, we may certainly recognise 
the resoluteness and ability which he has put into his attempt to 
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show how an economic system founded on ‘‘ the nationalisation 
of the means of production’’ may combine at once “une plus 
grande prépondérance des conditions favorables a la production 
sur les défavorables et une bien meilleure distribution des 
richesses.”’ 

It is also noticeable that he has restored the “‘moment’’ of 
Internationalism to the place it ought never to have lost in the 
consideration of the Socialist state. The second part of the book 
is devoted to three studies “‘ distinct from and independent of ” the 
subject already treated. They are certainly intimately connected, 
but Signor Rignano is anxious to give the studies wn caractére 
d’objectivité absolue, so that they may be judged on their own 
merits and not as involving the conclusions reached in the first 
part. 

The subjects are ‘‘The actual Distribution of Wealth,” 
*‘Collectivism, other forms of Socialism, and Socialism in 
general,” ‘The collective consciousness of the proletariate 
considered as a sociological factor.” Of these the last is perhaps 
the most novel and interesting: the first is laid out on familiar 
lines, and for the criticism of Collectivism we have been already 
prepared. The main cause of the ‘“impracticability” of col- 
lectivism (as sufficiently demonstrated for instance by Schiffle, 
Leroy Beaulieu, and Léon Walras) is ‘‘ the elimination of com- 
petition and of freedom of contract in the matter of production 
and exchange.” Collectivists have too much subordinated ‘‘ pro- 
duction to distribution”: the author points to a more excellent 
way of Socialism which would not associate with the advantages 
of a better distribution of wealth the disadvantage of a diminished 
production. 


‘*L’inconvénient signalé est d’autant plus grave qu’il suffirait pour obtenir une 
meilleure distribution des richesses sans toucher au principe vivifiant de la libre con- 
currence, du rapprochement économique du travailleur et de son instrument de 
production. L’assurance donnée a l’ouvrier de jouir entiérement du produit de son 
travail constituerait le plus efficace des stimulants et elle résoudrait du méme coup 
les deux problémes connexes de l’accroissement de la richesse et de sa plus équitable 
distribution.” P. 242. 


Signor Rignano has no less difficulty in showing that “‘ Social 
Reform,” as represented by the Socialism of the ‘‘ Chair” and by 
the many varieties of philanthropic and Christian Socialism, is 
destined to be ineffectual, so long as it leaves untouched the 
existing right of property; while the more obviously socialistic 
schemes of Louis Blane, Proudhon and Lassalle are equally 
discredited as attempts to ‘‘emancipate the proletariate”’ 
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without removing the instruments of production from the 
ownership of private capital. 

A detailed examination of Loria’s theories (of ‘‘ free land ”’ 
and the ‘territorial salary’’) is of a searching, not to say, 
damaging character. The writer then proceeds to defend the 
general idea of Socialism from its enemies as well as from its 
friends. The supreme aim of the actual social movement 
is lVégalité des conditions initiales artificielles de la lutte 
économique. This means the formation of a Socialist party, 
but the Socialist programme must undergo profound revision. 


‘‘Au lieu d’étre collectiviste, de recourir 4 l’expropriation des biens tout en 
laissant ensuite intacte la constitution formelle actuelle de la propriété, et de 
remettre la production entiére aux mains de l’Etat, il se réalisera en transformant 
le droit actuel de propriété de maniére 4 permettre la socialisation graduelle de tous 
les capitaux et en accordant aux masses travailleuses—sur leur demande sans 
doute—la plus grande liberté possible dans la gestion et la mise en exercice des 
capitaux nationalisés et dans la production et l’échange de tous les produits.”’ 
Pp. 301, 302. 


The last study really concerns the hypothesis upon which 
Signor Rignano has proceeded throughout—namely, the develop- 
ment of a class-consciousness among ‘‘ the proletariate’’ suffi- 
ciently organised, coherent, and definite to pursue a consistent 
and practicable policy—what our author calls the ‘‘ perfection ”’ 
of its conscience collective. The treatment covers a variety of 
topics such as sociologists are accustomed to handle; as, for 
example, the ‘social function of religion”; here our author 
crosses swords with Mr. Kidd, and associates himself with 
‘‘almost all sociologists,” who ascribe to religion la fonction 
de maintenir des régimes contraires a Véquité en leur assurant 
Vassentiment de ceux-la mémes qui en souffrent le plus. But 
the least questionable as well as the most relevant part of Signor 
Rignano’s study relates to the historical materialism and fatalism 
of Marx and Loria. He shows that it is not easy to combine as 
two fundamental conceptions—the theory of the inevitableness 
of economic evolution and of the class-struggle as its instrument. 
If the class-struggle is ‘‘the basis and substratum of history,” 
then it is unreasonable to depreciate the importance of the 
conscience sociale as a sociological factor of the first importance. 
Signor Rignano concludes by suggesting that this factor will be 
all the more effectual in proportion as it exercises a minimum 
of direct influence on economic phenomena and an “extreme 
influence ”’ on legal phenomena, of which the most fundamental 
—the constitution of property—has ‘the most profound economic 
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consequences.” The existing right of property—in other 
words, the law of inheritance—is thus the pivot of the social 
question. 

We have already exceeded perhaps the limitations of a review, 
and though Signor Rignano’s book is deserving of rather more 
detailed consideration as well as of criticism, we must content 
ourselves with this general account of a notable and interest- 
ing attempt to conciliate the extreme demand of Socialism with 
the utmost rigour of la doctrine économique libérale. 


Mr. Woodworth’s account of Christian Socialism in England 
transports us into a very different atmosphere and a lower 
temperature of ideas. His monograph is rather slight and not 
very far-reaching; but it is painstaking and adequate so far as it 
goes, and he has had the advantage of first-hand information on 
the earlier as well as the later forms of Christian Socialism in 
England. He hardly adds anything to the familiar story of the 
early Christian Socialists: but he finds the movement easier to 
judge than the phase of Christian Socialism represented by the 
Christian Social Union of to-day. He admits that Maurice failed 
in ‘‘the two definite forms in which he tried to express the 
Christian Socialist principle”: he did not succeed in the plan 
of the “self-governing, co-operative workshop,’ nor in the 
effort to “bring the working man into the Church” (which 
is perhaps not a particularly Maurician way of putting the 
matter), but urges at the same time that the failure was 
more apparent than real. -He does full justice to the 
Working Men’s College (which, he might have noted, has 
under its present President, Professor Dicey, taken on a new 
lease of life), as also to the influence of the early Christian 
Socialists upon the legal recognition both of Co-operative 
Societies and of Trade Unions. The account of the economic and 
religious changes which have given to the Christian Socialism of 
the present day a form and character of its own, while preserving 
its “logical union” with the earlier movement in ‘‘ the demand 
for character,” is interesting, but is rather too vague to be alto- 
gether sufficient or satisfactory. More interesting and more 
concrete is the sketch of the Guild of St. Matthew, but most 
interesting of all is the account of the Christian Social Union— 
partly because there must be many persons who are far from 
clear as to the precise method and work of that organisation. 
We do not think that Mr. Woodworth has succeeded in dis- 
covering what Signor Rignano would call a “ perfect collective 
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consciousness’’ in the present phase of Christian Socialism, 
which he describes as ‘‘an intensely active force in English 
thought and life to-day”; but he has brought out into relief the 
most characteristic forms of its practical activities. First, the 
educational, ‘(in which the lending libraries, political mani- 
festoes, and courses of public sermons train the members in the 
principles of the Union, and enlarge the membership”; secondly, 
the “more definitely practical,” such as ‘‘the Cheltenham Society 
for the Improvement of the Houses of the Poor,” the London 
Branch’s social settlement (Maurice Hostel), and ‘‘ the Research 
Committees into London trades which lack adequate protection” ; 
thirdly, ‘‘ the broader economic investigations carried on by the 
Rev. John Carter’’—and here Mr. Woodworth analyses at some 
length the findings of these inquiries, which Mr. Carter has 
embodied in his pamphlets on ‘‘Commercial Morality”? and 
“‘ Preferential Dealing.” Mr. Woodworth’s account certainly 
justifies him in holding that the Christian Social Union “has 
ceased to be a mere students’ club for the consideration of social 
questions,” and perhaps also in recognising ‘“‘the difficulty of 
estimating the value of a society whose practical activity is just 
beginning to take definite shape.’”” He appears to be chary not 
only of criticism, but of anything more than a somewhat vague 
if edifying conclusion. 

We think, perhaps, Mr. Woodworth would have added to the 
interest of his treatment, if he had noticed the development of 


. the idea of co-operative production in the propaganda of the 


Labour Copartnership Association, more especially, if ‘‘ by far 
the iarger part of the members of the Christian Social Union ”’ 
accept the definition of socialism given by the Bishop of 
Manchester in his report to the Lambeth Conference of 1888, 
viz. as “‘any scheme which aims at uniting labour and the 
instruments of labour (land and capital), whether by means of 
the State, or by the help of the rich, or of the voluntary co- 
operation of the poor.’’ In this respect, at any rate, we are 
inclined to think that there is loss as well as gain in the 
‘“‘progress’’ Christian Socialism has made upon the ideas of the 
earlier movement, however inadequately they may have been 
conceived or applied. The modern movement may be more 
comprehensive, but it seems less fundamental. We also think 
that some reference might have been made with advantage to the 
form which Christian Socialism has taken on the Continent or in 
other than ‘‘ Anglican” communities: it would at any rate have 
added to the materials for a judgment on the value and 
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significance of the movement as a whole; but this might well 
form the subject of a further monograph. 

Mr. Woodworth is, perhaps, not always quite felicitous or 
exact in his way of putting things; but he has produced a 
serviceable as well as a sympathetic book on a subject which is 
itself, perhaps, not very clear or precise; and we hope he will be 
able to extend his studies in the direction suggested. 

SIDNEY BAaLu 


The History of Contract Labour in the Hawaiian Islands. By 
KATHARINE ComAN, Ph.B. August, 1903. (New York: 
Publications of the American Economic Assoc., 3rd. series, 
Vol. VI., no. 8. Price 75 cents.) 


TuHIs is a clear account of the efforts made to supply the 
demand of the sugar planters for large masses of labour. The 
demand was urgent for a variety of reasons. The sugar crop 
requires to be gathered at exactly the right moment and immedi- 
ately conveyed to the mill; the Hawaiians were much averse to 
field work, and were, moreover, decreasing in numbers. Con- 
tracts with the imported labourers came under the Act for 
the Government of Masters and Servants (passed in 1850 
and remaining in force till 1897), which legalised two forms of 
labour contract—apprenticeship and indentured service ; infringe- 
ment of the latter laid the servant open to penal punishment. 
The State took entire control of immigration affairs, the Board of 
Immigration aiming not only at supplying workers for the plant- 
ations, on whose prosperity that of the whole Islands depended, 
but at importing men who would make good citizens. Chinese 
coolies were imported as early as 1852 to serve for 5 years, at the 
rate of 3 dollars a month, all expenses being paid by the planters. 
Though good workmen, they were regarded with jealousy by the 
Hawaiians, and efforts were made to supply the plantations from 
various Polynesian races. The attempts pursued intermittently 
from 1865 to 1885 were not successful, the islanders making bad 
workmen. During those 20 years 2,448 Polynesians came over, of 
whom barely 600 remain, only 46 being plantation labourers. 
Efforts to induce Portuguese from the Azores and Madeiras to 
settle were in some sense more successful. From 1877 they 
immigrated in large numbers; their expenses were paid if they 
served the contract time, three years, men receiving ten, women 
six to eight dollars a month and their keep. In 1883 as many as 
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3,812 immigrated, but from that year the numbers declined ; other 
countries required labourers, and in spite of higher wages, by 1890 
the supply of Portuguese ceased. Many, however, had settled in 
the country and had formed the small farmer class which is to-day 
the back-bone of the coffee industry. Between 1880 and 1884 a 
few Germans and Norwegians were brought into Hawaii, but 
their numbers were small and they never took kindly to field 
work. The only hope of the planters lay therefore in the Chinese 
and Japanese; from 1852 the former entered the country in a 
steadily increasing stream—even when Portuguese immigrants 
were most numerous there was still a demand for Chinese. 
They were good workmen, steady, patient, trusty, easily 
managed, and on the whole cost less than other labourers. One 
disadvantage they had even in the eyes of the planters : after their 
contracts were over, they refused to be re-engaged on the plant- 
ations, but became skilled artisans or small tradesmen. In 1886 
they numbered 20,000, one fourth of the total population of the 
Islands, but only 5,605 were plantation labourers. They held 62'0 
per cent of retail merchandise licenses, 84°7 of victualling licenses, 
91°8 and 100°0 of pork-butcher and cake peddling licenses. All 
through the early ’eighties great opposition was made to their free 
immigration. Besides their enormous preponderance in the above 
and other trades, their immorality, their disregard of life, their 
imperviousness to western influences, and the danger to public 
health caused by the arrival of Orientals in such numbers, raised 
all the more far-sighted men against them, and legislative re- 
strictions were imposed on them. Not more than 600 were to be 
allowed to land in three consecutive months; in 1886 passports 
showing previous residence must be produced, and later none 
were to be admitted save as labourers. All these measures 
caused an increased demand for Japanese coolies; they began to 
arrive in 1885 under, for them, very favourable terms. From the 
convention with Japan in 1886, sixty-two thousand landed in the 
Islands. They were in some respects not as successful on the 
plantations as the Chinese; restless and _ self-assertive, truly 
Oriental at heart, and never really adopting Hawaiian customs. 
Their numerical preponderance (19,908 arrived in 1899) consti- 
tuted a grave danger to the State and was one of the chief factors 
leading to the Annexation. Its immediate legislative conse- 
quence was the exclusion of Chinese labourers, and the prohibition 
of the penal enforcement of labour contracts. The Japanese still 
come to Hawaii in large numbers; many of them combine to take 
up the lease of a farm, a mode of farming on shares which 
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answers so well that the planters hope to find in it the solution 
of their difficulties. 
EvELYN Fox 





Ethnic Factors in the Population of Boston. By Frepmrick A. 
BusHez, Ph.D. May, 1903. (New York: Publications of 
the American Economic Assoc., 3rd series, Vol. IV., no. 2. 
Price 75 cents.) 


THIs is an interesting account of the chief characteristics of the 
races settled in Boston; characteristics which the excellent 
statistical tables enable one to grasp with facility. The Irish are 
far the most numerous of all the immigrants. Unfortunately, 
they and the Italians have been very unfavourably affected by their 
home conditions; poor, illiterate, unskilled, with a low standard 
of living, they have settled in over-crowded and unsanitary slums. 
The Irish, dirty and thriftless, show a low physical develop- 
ment, their infant mortality is excessively high, and defectives 
are very numerous amongst them. They form the larger part of 
4 the unskilled labourers of the city, and of the domestic servants. 
The better class are in small Government employments. Their 

record for petty crime is a high one, but the record of the Italians 
for more serious crimes, such as murder, is much higher. The 
anxiety of the latter to save helps to keep them in overcrowded 
quarters; they are rapidly ousting the Irish from the ranks of 
unskilled workers. Of the poorer classes of immigrants, Irish, 
Italians, Portuguese, Greeks, by far the best are the Jews 
(Russians and Poles). Their physical and moral qualities are 
better than those of any other body of immigrants. A high 
birth rate and low death rate, few defectives, extremely law 
abiding, with hardly any paupers, they may be looked upon as a 
valuable element in the city. They always enter trades, chiefly 
clothing, and rapidly oust other competitors. Jewish boys have 
driven away the Irish newspaper boys right into their own 
quarters. Of the better class of immigrants the Germans are the 
most satisfactory ; they land with some money, and, determined to 
make their homes in the new country, they enter the ranks of the 
skilled artisans and of the smaller professional men. Amongst 
these are also to be found the best of the English and Scotch 
immigrants (there is also a low class of these, somewhat in the 
position of the Irish); the English are the best skilled workers. 
The British Americans, though numerous, are not a very important 
factor, as they come for a shorter period only. Dr. Bushee has 
No. 58.—vou. XIv. H 
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collected most interesting statistics on the proportion of each 
nation in various occupations, and has shown, amongst the older 
settlers, how they are affected by the new conditions under which 
they live. EvELYN Fox 


The History of Liquor Licensing in England principally from 
1700 to 18380. BySrpnry and BEatricE WEBB. (London: 
Longmans, Green and Co.) 


It was a happy thought which led Mr. and Mrs. Webb to 
pause for a moment in the production of their book on English 
Lotal Government during the eighteenth and nineteenth centuries 
in otder to publish a portion of it which deals with the regulation 
of the Liquor Traffic. The history of our Licensing Laws prior 
to 1830 is particularly interesting just now when the principles 
on whith they have been based for several centuries are being 
seriously assailed. It is well that we should be reminded that 
‘the function of licensing, as it has been delegated by Parliament 
to the Justices of the Peace, has always included three distinct 
forms of control: the power of selection, the power of with- 
drawal, and the power of imposing conditions.” The first power 
given to Justices (in 1495) was the power of suppression, that is 
of preventing unsatisfactory persons from selling intoxicants. It 
was not until 1552 that permission had to be obtained before an 
alehouse could be kept. The power of the Justices “to reject 
and put away common ale-selling in the towns and places where 
they should think convenient” was reiterated, and the principle 
still remains the basis of our licensing system. 

Until the outbreak of the Civil War this wholesome power of 
suppression was frequently exercised, and the local Justices were 
stimulated to discharge their duty by circulars and orders issued 
from time to time by the Privy Council. In 1623 the Mayor and 
Aldermen of Ripon reported that, in pursuance of the directions 
received, they had reduced the number of alehouses by one-half. 
Then followed a period of sovial disruption, amazing laxness and 
consequent demoralisation and debauchery. Taverns and wine 
shops multiplied in all directions. But worse was to come. Under 
legislation towards the end of the seventeenth century, while 
foreign brandy was very heavily taxed, spirits made from English 
grain were subject to an extremely low duty and distillers and 
ordinary shopkeepers were allowed to sell them when and where 
they pleased. The results were the shameful profligacy and almost 
incredible degradation which Smollett so graphically described. 
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A revulsion of feeling followed and the celebrated Gin Acts of 
1729 and 1736 were passed. Such a drastic reversal of policy 
could only be enforced by a strong and earnest Government, sup- 
ported by vigorous Justices and an efficient force of constables. 
None of these conditions existed. Almost all the authorities were 
either hopelessly corrupt or incompetent. The Government 
needed the revenue which the liquor would yield. In Middlesex 
in 1736 nearly half the constables were themselves retailers of 
spirituous liquors. The stringent laws were as great failures as 
their predecessors had been. Another change was tried. Milder 
laws were passed, but the powers of the Justices to deal with 
unsatisfactory houses and sellers were increased while their un- 
controlled discretion to refuse licences was re-affirmed. But the 
administration remained corrupt, lax and hopeless, and riot, 
debauchery, crime and vice became even more extensive and 
shameless. 

At length there was an awakening, and a powerful movement 
made itself felt. Mr. and Mrs. Webb say: ‘‘ This movement 
came from several distinct but converging currents of public 
opinion—the new-found Evangelical zeal for saving men’s souls, 
the growing dislike of the propertied class of the insecurity of 
life and property, the alarm both of the financier and the rate- 
payer at the increasing burden of the poor rate, and last, but not, 
we think, least, the half-conscious desire of the rising class of 
industrial capitalists to drive the manual workers out of the ale- 
house and gin-shop into the factory and workshop.”’ In 1787 a 
Royal Proclamation sent by-the Home Secretary to every bench 
of Magistrates set them in motion. Licensed houses were re- 
duced in number in all directions. No doubt existed as to the 
power which the Justices possessed to refuse renewal and no 
thought of compensation was suggested when they exercised it 
freely. They consulted the opinion of the leading people in the 
localities and—as the Justices of Farnham have done recently— 
they took steps to inform themselves as to the condition of the 
houses and the requirements of the neighbourhood and acted 
vigorously thereon. The results were striking. Mr. and Mrs. 
Webb have brought to light a number of extracts from local 
records. A very interesting part of their book is that in which 
they tell us how they had noticed and been impressed by “a 
lull” in crime and rioting, licentious living, disorderly conduct 
and brutal amusements between 1790 and 1810 before they dis- 
covered the reason for it. 

In course of time the policy of restricting the number of 
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licensed houses produced difficulties of its own, as it has again 
done during the last thirty-five years. As soon as licences were 
seriously reduced in number and difficult to obtain they became 
valuable. Competition amongst brewers to secure control of 
them and of the premises in which the trade was done which 
they permitted, speedily developed what we now know as the 
tied-house system, of which a great deal was heard during the 
first quarter of last century. In those days temperance people, 
as we understand the term, were practically unknown and the 
theory amongst many of the most earnest friends of sobriety 
was that all the evils of intemperance sprang from spirit drink- 
ing, that beer was wholesome and nutritious, indeed that it was 
a necessary article of diet, especially for working people, and that 
the proper thing to do was to provide facilities for establishing 
houses where beer could be obtained cheaply and without the 
temptation to drink spirits. It was contended that the tied-house 


system created a monopoly and consequent increase in the price | 


of an article of food. Hence the passing of the Beer Act of 
1830 which allowed any one to open a Beer House on paying a 
license fee of £2 2s. a year. This terribly mistaken policy was, 
as Mr. and Mrs. Webb show, very much facilitated by the results 
of the teaching of the Philosophical Radicals, whose attitude 
towards licensing legislation is largely represented by Earl 
Wemyss and the Liberty and Property Defence League of our 
day. As every one is aware the policy was a huge blunder and 
for more than seventy years the beer-house has been a grave 
social evil and a serious difficulty to licensing authorities. 

The history of the past is full of lessons for the future. It 
is not less true of liquor legislation than of many other matters. 
Some of the lessons which are emphasised in the volume before 
us are: Free trade in liquor or any near approach to it, has 
always resulted in a great increase in drunkenness and de- 
bauchery. Reduced facilities for drinking do promote sobriety 
and good order. Drastic legislation of a repressive nature re- 
quires a strong public opinion behind it and vigorous and efficient 
administration by independent justices and a pure police, or it 
will be evaded and defied. Stringent limitation of the number 
of licences develops the tied-house system and gives a great value 
to licensed premises which becomes a difficulty in the way of 
further reform. 

How best to cope with these difficulties and promote sobriety 
and check the evils of our drinking system is a problem which is 
once more pressing itself upon the attention of the country. 
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Its solution should not be beyond the power of constructive 
statesmanship, and a study of this volume will facilitate arrival 
at a sound conclusion. 

THos. P. WHITTAKER 


Municipal Trade; the Advantages and Disadvantages resulting 
from the Substitution of Representative Bodies for Private 
Proprietors in the Management of Industrial Undertakings. 
By Major LEonaRD Darwin. (London: John Murray.) 


DurinG the last two or three years there has been a consider- 
able movement of reaction against the ownership by municipal 
authorities of public services. The reaction has been due in part 
to the lengths to which the policy has been pushed by some of 
its extreme advocates; in part to the undoubted over-issue of 
municipal stock and consequent fall of municipal credit in a 
market already strained by other causes; and in part also to the 
failure of municipal authorities to show any great keenness in 
the application of electricity to lighting and transit. The con- 
troversy has been mainly between civic authorities on the one 
hand, and representatives of certain industries (particularly those 
connected with the supply of electric light and power) on the 
other. In this volume, Major Darwin endeavours (to use his own 
phrase) to enunciate the views of ‘‘ the consumer, or the ordinary 
citizen,” who “ought to have a say in the matter; and yet his 
voice is generally silent.” Therefore, the book is an attempt to 
summarise and weigh the arguments on both sides; impartiality 
is aimed at, and generally attained ; but the writer’s method has 
one serious defect. It is a valuable contribution to the study of 
municipal economics, but much of the work is taken up with 
elaborate arguments, always lucid, it is true, but suffering badly 
from lack of illustration. It is all very well to tell us that certain 
things may happen, under certain conditions which may possibly 
come to pass; but the reader, though he appreciates the force of 
the theoretic argument, cannot get rid of the feeling that the 
results so forecast have not always been reached in fact, and that 
municipal ownership (like so many other things in Great 
Britain), whilst open to many theoretic objections, has in practical 
working proved many of these objections to be of small validity. 
The main criticism of Major Darwin’s book must then be that 
it is too speculative ; much of it we would gladly have exchanged 
for an impartial and trustworthy account, so difficult to obtain 
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in the present babel of voices) of the actual facts of municipal 
ownership to-day. 

Probably Major Darwin would hold such an account to be 
impossible. Certainly, his investigation of the financial statistics 
of municipal ownership only leads him to regard them as generally 
untrustworthy (p. 220), both as regards the capital invested and the 
profits obtained—and on this point his criticisms are of consider- 
able value to the student of local finance; whilst ‘‘ the consider- 
ation of the questions connected with price and quality has only 
had the indecisive result of throwing a serious doubt on all 
attempts to compare the financial results of municipal and private 
trade in the same industry, without even clearly indicating in 
which direction the probable error lies.” 

The main thesis of the whole book is that the choice really lies, 
not between municipal ownership and private enterprise, but be- 
tween municipal ownership and state control of enterprises owned 
or conducted by private individuals or companies. The system of 
State control, so generally practised in Germany, France, and 
the United States, has never had a fair and extensive trial in 
Great Britain, and Major Darwin is undoubtedly right in his 
argument that in many respects this control can, if properly 
organised, attain many of the ends which the advocates of 
municipal ownership have in view. Certainly, the experience of 
Germany (where municipal ownership and working is not nearly 
so general as in Great Britain) tells strongly in this direction. 
Major Darwin is no thoroughgoing opponent of municipalisation. 
He points out that most enterprises tend to become monopolies, 
mainly because of the law of increasing return, ‘‘ which tends to 
make rival firms amalgamate” ; and in municipalities this process 
is hastened by (1) ‘‘the effect of granting rights to interfere with 
the streets ”’ ; (2) “ the advantages arising from a large clientele” ; 
(3) ‘‘ the increase of the value of land in towns.” As soon as the 
monopoly stage is reached, the public service must be brought 
under control, either State regulation or municipalisation must be 
applied. The choice between the two methods should be de- 
termined by particular (and we would add, local) considerations ; 
Major Darwin declines to lay down any general rule, except that 
the matter should be considered “ solely with reference to such 
questions as public morality, health, and convenience; and it is 
only when a decision has been provisionally given in the affirma- 
tive that financial considerations should be allowed to weigh 
in the balance before a final judgment is made.”’ But his inquiries 
lead him to conclude (p. 434), “that markets, public baths, 














e 
g 
Bs 


Sartre 

















1904] DARWIN : MUNICIPAL TRADE 108 


slaughter houses, and cemeteries had better not be in private 
hands; that water-supply should generally be municipalised ; that 
harbours should often be managed by local authorities, or by 
specially constituted public bodies; that there is much to be said 
in favour of tramway tracks being owned and repaired by 
municipalities; but that, as a rule, private trade is preferable for 
telephones, gas works, electrical works, tramways, and, without 
doubt, for all truly competitive trades, the case against municipal 
trade being weakest in the first-mentioned services.” Major 
Darwin has scarcely the courage of his convictions, the arguments 
for the municipalisation of water-supply apply with equal force (as 
the author clearly sees), to lighting and means of transit—they 
tend, in fact, to become monopolies, are concerned with public 
health and morality, and involve the control of the streets; and 
even if the financial profit is less than might have been received 
as rent from a private company, or even if a loss is incurred, the 
indirect benefit to the community: as a whole may justify 
municipal ownership. It is in regard to municipal housing (as 
practised hitherto), that most students of the subject will be 
inclined to agree with Major Darwin in his condemnation—it is 
in effect, as he says, a bounty in aid of wages. 

The author puts forward a number of suggestions which are 
intended, not to stop municipalisation, but to apply the brake. 
Briefly, his chief proposals are (1) the abolition of the compound- 
ing system, for though “the unrated householder may fairly be 
said to pay his full share of the rates in an indirect manner in the 
long run and on the average,” yet “the fact that he does not 
perceive that he is contributing to the civic expenditure produces 
a marked tendency to public extravagance.” The experience of 
some of the outlying districts of London strongly supports this 
conclusion. (2) The extension of the central audit over the 
towns. (3) The establishment of a commission on the lines of 
the Railway Commission (or of the State Boards of Control in 
America), with wide powers, replacing the present unsatisfactory 
system of parliamentary select committees. There is a good 
deal to be said for this suggestion, though the failure of the 
Railway Commission to deal satisfactorily with the problems of 
workmen’s trains and railway rates is not altogether encouraging : 
but possibly an adaptation of the American Board of Control 
system would yield useful results. (4) Finally, to remove one 
incentive to municipal ownership, steps must be taken “‘ to more 
effectually safeguard the consumer and the ratepayer when 
monopolies are managed by private proprietors.” 
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A few other points may be noticed. Major Darwin emphasises 
the fact that one of the strongest objections to an extension of 
municipal enterprise is the smallness of our local government 
areas, and the disinclination of authorities to combine, whilst 
there are considerable difficulties in the way of an authority 
providing tramways, water supply, or lighting outside its own 
area. As Mr. H. G. Wells has pointed out in ‘ Anticipations,” 
and in his address to the Fabian Society, reprinted in ‘‘ Mankind 
in the Making,” all improvements in locomotion, all improve- 
ments in the supply of electric light and power, render larger and 
larger areas desirable ; the multitude of small areas, each aiming 
at independence in these matters, results in ‘‘ waste of men, 
waste of nervous energy, waste of administrative energy.’ And 
Mr. Wells comes to much the same conclusion as Major Darwin 
—“If the existing areas are to remain the same, then, on 
the whole, my vote is against municipal trading, and, on the 
whole, with regard to light, to tramways and communications, to 
telephones, and, indeed, to nearly all such public services, I would 
prefer to see these things in the hands of private companies, and 
I would stipulate only for the maximum publicity for their 
accounts, and the fullest provision for detailed regulation through 
the Board of Trade.” 4 

On the question of profits Major Darwin agrees with Mr, 
Cannan, that any legal restriction of profit is on the whole 
undesirable. He objects also to any limitation (by law) of 
municipal indebtedness, partly because ‘‘ where municipal trading 
is popular, such a limitation of borrowing powers might induce local 
authorities to neglect some of their primary functions, unless, 
indeed, a separate limitation could be placed on municipal trading 
debts, which would be difficult.” It is by no means certain that 
it would be so very difficult—a debt limit is common in American 
cities, andin some of the States the constitution allows cities to 
become indebted to alarger amount, not exceeding a certain per- 
centage of the assessment valuation of the city, for reproductive 
undertakings; and the effects of this clause are by no means un- 
satisfactory. If modified so as to limit the amount of indebted- 
ness, not so much in total as in the amount which might be 
incurred in any year, it might prove an effective check. 

PERCY ASHLEY 


1 Mankind in the Making, p. 417. 
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Subdivision and Education in Charity. By Jerrrey RicHaRD- 
SON Brackett, Ph.D. (New York: Macmillan Company. 
1903. Pp. 222.) 


THIs is an interesting account of a most interesting and 
important development in the universe of philanthropy; the 
development of conscious reflection upon and education in the 
best methods of charity and correction. From the days when 
Miss Dix spent two years in visiting the almshouses and jails 
of Massachusetts, when insane persons were “ found in cages, 
closets, cellars, stalls, pens; chained, naked, beaten with rods, 
and lashed into obedience’; down to the present day, when 
instruction in social work is made part of the university course, 
the movement has been one of an intensely practical nature. 
Broadly speaking, the aim has been to substitute conscious wise 
co-operation in the treatment of social evils, for the fragmentary, 
ill-considered efforts which still prevail to so large an extent. 
The movement has manifested itself in many ways; in associa- 
tions ; in State Boards, supervisory or controlling ; in conferences, 
national or local; in associations for organising charity; in 
academic instruction; and in schemes for practical training. 
Some of these are more fully developed in America than in 
England. The work of the State Charities Aid Association of 
New York is especially notable as illustrating the influence 
which may be exercised by a purely voluntary agency upon 
official institutions; partly by its high standard of disinterested- 
ness and integrity, and partly by its education of public opinion. 
It seems probable that this fuller development of supervisory 
and educational work is due, in part at least, to the necessity 
for counteracting the evil of political jobbery which affects 
social work in the United States far more than in England. 
Disinterestedness must be secured before wisdom can be 
initiated. But the Americans have been quick also to grasp 
the idea that there is something to be learned in social work. 
It is interesting and encouraging to read the following statement 
of ‘‘ the work done in the best known institutions of learning.” 
‘ Of sixty-four colleges and universities heard from—about three- 
fifths of those written to—twenty-eight said they do not have, 
and thirty-six said they do have instruction in charity and cor- 
rection. Of the forty-four theological schools heard from... 
twenty-nine said they do not and fifteen said they do have it.” 
A similar inquiry in England would produce almost negative 
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results, partly because the educational movement here is tending 
to develop on an independent basis, and may possibly for that 
reason be ultimately more complete and thorough. But in 
England as in America the movement towards the systematic 
study of social problems is strikingly characteristic of the last 
half-century, and we welcome the book before us as contributing 
a history of that movement as far as regards the United States. 
HELEN BosANQuET 


Commercial Relations between England and Ireland. By AuicE 
E. Murray, D.Sc. (Lond.). (London: P. 8. King and Son. 
Pp. 486. 


THE last few years have witnessed an enormous increase in the 
number of books dealing with Ireland. Of these, Miss Murray’s 
work is not only one of the most interesting, but also one of the 
most valuable. As those who are intimately acquainted with the 
condition of that country are aware, most Irish grievances are 
due rather to economic than to purely political causes. For 
these reasons, if for no other, it is a distinct gain to find two 
centuries of Irish history treated, not from the point of view of 
the politician, or ‘‘ professional ’’ patriot, but from the standpoint 
of one who is a genuine student of economics. 

Considerations of space render it impossible for me to 
adequately indicate the wide scope of Miss Murray’s work. 
Suffice it to say that there is scarcely a point of any interest, in 
the economic relations between Great Britain and Ireland, which 
has escaped her notice. This has necessitated the treatment of 
a vast amount of facts and figures, which nevertheless have been 
marshalled in the clearest and most readable manner. As might 
be expected, some of the matters dealt with are of a highly con- 
troversial nature (e.g. the history of the Irish Wool Trade and 
the results of the Union), and it is perhaps to be regretted that 
the plan of the work does not permit of a greater amount of dis- 
cussion. Into the gloomy history of the commercial regulations, 
which bound down the trade of Ireland, between the years 1660 
and 1782, one cannot enter here. One or two points, however, 
call for notice. For instance, in the present crisis it is interest- 
ing to mark the effects of the means adopted in 1660-3 to crush 
the Irish provision trade and to ‘ protect” that of England. 
‘“‘ Before 1663 Ireland had, on the average, imported English 
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manufactures and produce to the amount of £210,000 a 
year.” 

In 1675 the quantity of English goods imported had fallen to 
less than £20,000. ‘‘ At the same time, instead of importing 
foreign commodities by way of England, Ireland was able to buy 
them direct with her provisions; and by 1672 only one quarter 
of Ireland’s foreign trade was with England.” The shipping 
trade between the two countries which was almost entirely in 
English hands had suffered severely. Foreign vessels victualled 
themselves at Irish ports, and English ships soon began to 
purchase Irish provisions only. 

The work of the Cromwellian settlers deserves more notice 
than it has received from Miss Murray, while the frightful 
destruction and spoliation by the Jacobite Irish, 1685-9, is 
passed over in silence. The author gives an admirable summary 
of the historical conditions which brought about the harsh policy 
pursued by England after the Revolution, but one would like to 
see more emphasis laid on the special causes which led to the 
penal laws. Were the rising of 1641 and the cruel treatment of the 
Protestants by Tyrconnell and his faction of no account? Any- 
one who is acquainted with the ballads of the South of Ireland 
knows that the English had good reason to fear the influence of 
the Pretenders in that quarter. 

The problem of the Wool Trade is by no means easy of 
solution. There is no doubt that England endeavoured to crush 
it, but there is room for considerable doubt as to whether her 
efforts were successful. Dobhs estimates that, in 1745, the price 
of manufactured wool was seven times the value of that 
exported in 1697. The smuggling trade in this commodity was 
enormous. Arthur Young remarks that in the period from 1766 
to 1779 wool was 47 per cent. dearer in Ireland than in Great 
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Britain. 

The home woollen trade of Ireland at this time has been valued 
at £3,000,000. When ‘Free Trade’’ was restored, it would 
appear that Ireland found it impossible to increase her output so 
as to supply a foreign in addition to the home market. 
Hutchinson, a violent party man, is no safe guide to follow in this 
matter. Miss Murray would appear to have formed too high an 
estimate of the “‘ fostering’’ work done by the Irish Parliament. 
The story of the young grand jurors who awarded the yarn 
bounties, not to the best exhibit, but to the prettiest spinner, is 
but too typical of the country. Arthur Young is explicit. 
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“These gentlemen,” says he, “have regularly in Parliament 
promoted all those visionary and expensive projects, set on foot 
by interested people, for giving premiums and bounties, to the 
amount of an hundred thousand pounds a year, and which alone 
accounts for the whole of the National Debt and declining 
revenue.” The corn bounties and the ‘“ grand canal’’ project 
were glaring examples of reckless extravagance. Jobbery has 
always characterised the administration of Ireland, and at no 
time was it more rampant than in the period betwen 1750 and 
1800. The picture presented of Ireland in the consulship of 
Grattan is scarcely borne out by contemporary records. Dublin 
was frequently in a condition of anarchy. Assassination plots 
were not unknown and were encouraged by the Dublin Press. 
The condition of the southern peasantry was wretched in the 
extreme. All the ills of Ireland cannot be attributed to English 
rule—some of her worst foes have been those of her own house- 
hold. At times one is tempted to believe that the stars in their 
courses have fought against that country. Prior to 1784, the 
complaint is frequently heard that the prevalence of pasture has 
driven the peasantry to the hills and bogs where they exist on 
the verge of starvation. Between the last mentioned date and 
1840 came the increase in tillage. The sub-division of small 
holdings and early marriages (encouraged by the priesthood) 
resulted in that reckless increase in the numbers of the people, 
which led to the horrors of 1845-8. Now the scene has 
once more shifted and one hears everywhere the wail of de- 


population. 


It is surely scarcely correct to say that the immediate effect 
of the Free Trade movement of 1848 was to destroy what little 
prosperity had been left by the Union. Between 1848 and 1870 
the prices for Irish produce would appear to have been good. 
The full effects of unlimited competition were not experienced 
until the latter date. In any case Ireland had occupied an 
artificial position in the English market, and one can hardly 
believe that the ‘‘fostering’’ system advocated by the author, 
would have been of any avail in face of the inevitable improve- 
ments in transit which have rendered effective the competition of 
the great new countries. 

The account of the “ financial relations ”’ since the union is full 
of interest, while the analysis of the report furnished by the 
Commission of 1894-5 leaves nothing to be desired. Miss Murray’s 
contention that in this matter, and for purposes of inquiry, 









































1904] MURRAY: ENGLAND AND IRELAND 109 


Ireland must be treated as an integral portion of Great Britain 
and not as a separate unit, would appear to be well grounded. 
In short, the case of over-taxation is not one of “ Ireland versus 
England, but of the unskilled labour and very small farmer,” 
whether he be found in Ireland, England or Scotland. 

The chapter (XIX) which deals with the ‘‘ economic conditions 
and prospects of Ireland to-day ” is perhaps the most interesting 
portion of a very interesting book. One cannot but think that 
the author has underrated the difficulties which encumber the 
path of the co-operative movement. The present writer has had 
some practical experience of these difficulties and of the heart- 
breaking ‘‘contrariness’” of the country people. Thus a 
temporary rise of $d. per dozen in the price of eggs, offered 
by the local village tyrant against whose power the Co-operative 
Society is working, will result in the secret defalcation of several 
of the principal shareholders; and these not poor peasants but 
“‘warm” farmers. In the south of Ireland religious differences 
play a considerable if somewhat obscure part in this problem. 
The omission on the part of Miss Murray of all allusion to the 
religious factor in Irish economic conditions is a serious defect. 
Nothing is said of the large sums of money expended upon 
chapels and religious buildings of all descriptions. The amount 
is totally disproportionate to the resources of the country. In 
England most of this money would be devoted to productive 
purposes. The fact that, since the famine, the population of 
Ireland has decreased by half, while the number of the Catholic 
clergy has doubled, is some .index to the importance of this 
matter. The candid inquirer should not attempt to shirk the 
point. It should also be noted that the changes in the owner- 
ship of land, now in progress, will probably result in new land 
troubles. The new proprietors will in all probability fight amongst 
themselves in much the same manner as they did against the 
Landlords. Besides this, unless the labourer’s claims are con- 
sidered, there is some likelihood of a struggle between the 
farmers and the poorer peasantry. On the whole, however, the 
author would appear to be justified in her opinion that the 
present condition of Ireland is one full of hope. 

In conclusion, I would add, that the few points subjected to 
adverse criticism in this article of necessity occupy a greatly dis- 
proportionate space. Miss Murray’s work is a welcome contribu- 
tion to Irish history, and is far above the usual run of books 
which deal with that thorny subject. 
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The list of authorities quoted in the footnotes, together with 
the valuable bibliography, bear ample witness to the wide extent 
of her reading, and to the thoroughness with which she has done 
her work. 

A few misprints occur, on page 5 Fiancial appears, on page 
114, Rho has taken the place of Rhé, while on page 111 the “S$” 


has been omitted from the ‘title’ of Chapter VII. 
JOHN WARDELL 


























NOTES AND MEMORANDA 


NOTES ON THE MosELy EDUCATIONAL COMMISSION. 


THE Commission, which owed its origin to the public spirit 
of Mr. Alfred Mosely, was undertaken in large measure because 
of his belief that at the bottom of nearly every “‘ social” question 
lies the question of the individual. Any consideration of national 
welfare brings into prominence the pressing need for improved 
consumption of income, a better use of leisure, a more con- 
scientious exercise of civic responsibilities, the spread of adequate 
social ideals. These are all questions involving a recognition 
of the importance of a high level of educated intelligence. But, 
further, it is abundantly evident that changes in the methods of 
production are taking place, in many respects as far-reaching in 
their consequences as those associated with the Industrial 
Revolution of a century ago. ‘‘ The first change,” it is said, 
“animated iron and steel with physical force, the second has 
endowed it with intelligence.” - The keynotes of these changes 
are the great development of large-scale production, the increas- 
ing rapidity of the productive processes in order to economise 
capital, and the minute specialisation and subdivision of labour. 
These changes have, among others, two consequences of 
significance in regard to the education and training of labour. 

In the first place, it is becoming more and more difficult to 
find time to train the young hands and apprentices in the shops 
and during shop hours. In the second place, it is necessary for 
those aspiring to become more than mere routine workers to 
possess a knowledge of the general scientific principles affecting 
their work, in order that their view may not be cramped by the 
minuteness of a single special process. 

This breakdown of the apprenticeship system as hitherto in 
force, coupled with the emphasis laid upon the necessity for 
theoretical training, points to the need for adapting technical 
education to modern requirements. The Commission was 
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undertaken, then, because it was felt that the present was 
specially the time when the general public attention should be 
turned towards the work of improving our educational system. 
It was further particularly to direct attention to the relation 
between education and industrial prosperity and efficiency. 

Now that one has returned, and impressions are acquiring a 
certain perspective, it may be of interest to consider them 
broadly from an economist’s point of view. First, then, with 
regard to education in general, there stands out the impression 
of a wide-spread enthusiasm for, and belief in, education. It is 
prominent in the more settled cities of the Eastern States. It 
is even more so in the younger towns and cities of the West. If 
it is shown in the magnificent expenditure upon University work 
at Columbia, it is shown still more in such a place as Oklohoma, 
where, fourteen years ago, when the land was first settled, schools 
were planned and begun before even any constitution existed, 
and when public opinion was the only force protecting life and 
property. Throughout the West town vies with town in the 
equipment of its elementary and high schools, while the State 
universities attract students in large numbers. In the State 
University of Kansas alone there are more students than in the 
three Constituent Colleges of the University of Wales. 

An attempt to analyse the motives prompting this keen 
pursuit of education would certainly suggest two points. On the 
one hand, that the American has a strong faith in the possibilities 
of his future, and on the other, that he has an equally strong 


belief that education will help him to realise it. It is un- 


doubtedly true that education is valued primarily upon a 
commercial basis as being a good investment for capital. 

Nevertheless, many of those best able to judge told us that 
American prosperity was due, not in any great measure to their 
system of State elementary, secondary, and university education, 
but to what they called the Red Indian element in their lives ; 
the vigour and resourcefulness engendered by the continual 
struggle, in a new country, to overcome difficulties, coupled with 
the confidence resulting from the successful issue of the 
struggle. 

As this element grows less, as the strong, silent settler of the 
prairie, exhibiting every sign of his vivifying contact with mother 
earth, makes way for the nervous, excitable dweller in the city, a 
great change may be experienced in American development and 
social progress. The tendency to carry on huge farms with a few 
permanent hands, reinforced by thousands of workers imported 
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from the towns during harvest, may hasten this change. The 
Bureau of Labour of Kansas had applications for 30,000 
such hands last year. At the end of the season they mostly 
return to casual labour and vagrancy. Nothing is more feared 
in America to-day than this growing nervous excitability of large 
numbers of the people. The effort of educationalists to emphasise 
the faculties calculated to restore the balance in their develop- 
ment of manual training in the elementary schools, and still 
more in the Manual Training High Schools, is significant. 
This is the more needed in that the American is not a game- 
playing animal. Very few actually take part in any form of 
sport, except possibly as spectators. Indeed, one is everywhere 
impressed by the fact that in hours and out of hours the 
American business man has but one great interest, his business. 
His whole effort and attention is turned towards making that 
a success, and very often all is fair in war and business. But 
while it is as yet somewhat problematical how far the present 
expenditure of money and energy upon education will bring 
forth fruit in the direction of increased material prosperity, 
it is at least significant that a people whose great character- 
istic is enterprise, a willingness to invest freely in the hope of 
great ultimate gain, should themselves build their hopes so 
largely upon its results. 

Moreover they are doing their best to make their education 
practically efficient. They wisely require their professors of 
engineering to engage in civil practice in order that they may be 
in close touch with the newest practical developments. Their 
leading economists are not recluses, but men who frequently 
undertake practical missions of state. In the schools and colleges 
the teaching aims primarily at bringing out what is in a student, 
stimulating his originality, rather than in imposing information. 
The students themselves show none of the self-consciousness 
which prevents them from asking questions and possibly exposing 
their own ignorance. 

In passing judgment on that branch of their education which 
may be called more properly commercial, one has to carefully 
remember the different ends which different institutions have 
in view. 

In nearly all the High Schools the subjects of economics and 
commercial law are taught. In many, stenography and type- 
writing receive considerable attention; and in a few cases a 
complete business department is organised. 

The more strictly mechanical business training is best given 
No. 53.—VOL. XIV. I 
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in the large business colleges, such as the Packard School in 
New York, and the Peirce School in Philadelphia. They are 
really excellent in the way they teach shorthand, typewriting, 
book-keeping, commercial arithmetic and correspondence, and 
the routine of business practice. Enormous numbers of students 
attend them and profit by them. 

The movement towards higher commercial education such as 
that aimed at by the College of Administration and Commerce at 
Chicago, the Wharton School of Commerce at Philadelphia, the 
Courses for Business in the University of Illinois, and the scheme 
proposed for the Massachusetts Institute of Technology by 
Professor Dewey, is steadily growing and receiving much sup- 
port from business men. They aim at greater specialisation and 
are more technological than any that we have in England. As 
yet they are hardly more than experimental. On the other hand 
the Faculties of Economics and Political Science are developed 
on broader lines than with us, and both in the number of pro- 
fessors and lecturers, as in the number of students, are far ahead 
of us. At Yale they have nine members of the Faculty, at 
Chicago seven, exclusive of those in the College of Administra- 
tion, and at Harvard seven. 

Perhaps the direction in which we may look for the most 
instructive developments is in that of trade and technical 
education. | 

At present the demand for a good class of graduates from 


. the technical colleges is considerably in excess of supply. In 


several cases employers told me that they had a standing offer to 
take all the graduates in engineering coming from certain well- 
known institutions, and that they could not get enough of them. 
It is a common practice for large firms, such as the Pennsylvania 
Railroad, to write to the larger universities and colleges offering 
employment to the graduating students. 

The demand for young men, who have received technical 
training, for the regular work of journeymen mechanics is very 
great. In a recent report from the Bureau of Labour at Wash- 
ington, returns were summarised from eighty establishments in 
the metal trades; eight report that the special training of their 
workmen in trade or technical schools has resulted in increasing 
the amount of the product from 10 to 20 per cent.; twenty 
report that the workmen so trained earn from 10 to 50 per cent. 
higher wages ; twenty-five testify to the improved character and 
quality of the product. 

The general consensus of opinion is strongly in favour of the 
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training given by a moderate period of apprenticeship accom- 
panied by attendance at a trade school at the same time. A 
formal stage of apprenticeship is required of all important 
branches of the metal trades, but the unions, while exercising 
some control in the matter, do not appear to needlessly interfere 
by imposing burdensome restrictions. 

Nowhere is the testimony to the benefit derived from special 
training more emphatic than in the dairying trade. 

The domestic character of this industry is rapidly making 
way for the large-scale production in factories, and it is said that 
the dairy schools have practically made the creamery industry 
what it is. The secretary of a large company in Minnesota said : 
“We could not operate a creamery if we could not get a man 
who had been trained in a dairy school.” Men so trained receive 
from 20 to 50 per cent. more wages than those untrained. 

All the evidence goes to show that in the matter of special 
trade training the Americans are confident of the advantages to 
be gained from moderately short practical courses. These are 
being provided in all the large industrial centres, and they are 
attended in rapidly increasing numbers. 

Without considerably exceeding limits of space it is im- 
possible to say anything of one’s experiences bearing on the 
industrial conditions of the American workers. I cannot, how- 
ever, omit to mention the firmness of the conviction, repeatedly 
expressed, held by many manufacturers and large business men, 
that the time has come when a reduction of the tariff is urgently 
wanted to enable them to develop foreign trade. Mr. Edward 
Atkinson, of Boston, prophesied to me that in two years’ time 
each of the great political parties would be vieing with each other 
in their endeavour to give the greatest tariff relief. 

C. J. HAMILTON 





LABOUR TREATIES! 


THE International Association for labour-legislation founded 
at Bale in 1901, held a Congress the following year at Cologne ; 
it considered two grave industrial problems: (1) night work 
for women, (2) the restriction of, or regulations necessary 
for, dangerous trades. The Congress pronounced for the 

1 The meeting at Bale. Notes and documents by A. Millerand (extract from 


the Revue Politique et Parlementaire for October, 1903.) 
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absolute prohibition of the first of these; with regard to the 
second, they decided on the general prohibition of white phos- 
phorus, and on the suppression, so far as feasible, of the use of 
white lead paint. A Commission was thereupon formed to discuss 
the question of ways and means; it is this Commission which 
met at Bale on the 9th of September of last year. The work of 
the Commission, composed of forty members, was directed by the 
president of the Association, M. Henry Scherrer, national coun- 
cillor, state councillor for St. Gall, assisted by the general 
secretary, Dr. Stephen Bauer, professor at the University of 
Bale. 

The question of dangerous trades resolved itself into a discus- 
sion on the use of white phosphorus in the manufacture of 
matches, and of lead, more particularly white lead, colours. In 
France the use of white lead is strictly forbidden in all State 
departments. Many municipalities have followed this example, 
and a law is now before the Senate to enforce the prohibition of 
the use of white lead paintings in the interior of buildings. 
Other countries are not so far advanced, but their Governments 
are, however, treading in the same path. On this point the 
Commission were not of opinion that an international agree- 
ment was necessary, the question of international competition 
being never raised in the painting trade. The Bureau and the 
national sections were advised in each country to press on 
measures for the prohibition of white lead in public and private 


- painting factories; the sections were invited to make a report to 


the Bureau before lst March, 1904, on the steps which they had 
taken for its suppression ; they were moreover urged to represent 
to their respective Governments the cases of saturninism in 
various works with a view to obtaining (1) the inquiries necessary 
to the clearing up of the whole subject, and (2) if substitutes 
cannot be found, that at least the health of the workmen be 
safeguarded by the strict enforcement of all existing laws or by 
new protective regulations for all dangerous trades. 

The whole lead question is to be reserved for the next Com- 
mission to agree upon the introduction of such ameliorations as 
have been found possible. 

The outcome of the discussion on the use of white phosphorus 
in the manufacture of matches was very different. Its dangers 
are no longer disputed, everyone being of accord that its complete 
prohibition is the only effective guarantee against necrosis. 
Means of replacing it are known, matches made without it, and 
perfectly inflammable, were shown to the Commission. In 
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countries such as France, Spain, Greece, &c., where the manu- 
facture of matches is a State monopoly—sometimes leased out to 
a private corporation—administrative measures (such as have been 
passed in France) are all that is necessary for its complete aboli- 
tion ; but wherever the factories are in private hands, special laws 
ought to prohibit its use; in spite of the necessities of exporta- 
tion urged against such a measure, Germany has passed a law to 
this effect, to be operative in 1907. The Commission was 
unanimously of opinion that an international agreement would 
be the best means to gain its end; not only this, but the 
interest of opening the road to international industrial legisla- 
tion by a first treaty is so great, and the advantages of a 
precedent are so immense, that it felt that any start in this 
direction, however small, was of the utmost importance. A 
neutral country being essentially fitted for an international 
conference, the Commission requested the Bureau to apply to 
the Federal Council of the Swiss Confederation asking it to take 
the initiative in such a conference. 

The discussions on the question of night work for women 
constituted the most animated and attractive of the debates. 
Professor Brants, of Louvain, laid before the Committee the 
objections made by the wool manufacturers of Verviers against 
the interdiction of night work for women, and M. Mahaim, 
professor at the University of Liége, answered him. To those 
interested in the question two documents appended to the 
volume of the Belgian section on this subject, published by the 
International Office, containing as they do the results of M. 
Mahaim’s two inquiries from employers and workmen at 
Verviers, will give the most valuable information and show 
effectively the contrast between ready-made phrases and naked 
realities. The question before the Committee was not the 
interdiction of night employment, on this point all were agreed, 
but what exceptions entailed by the present state of labour were 
to be allowed. The first point was to lay down this fundamental 
rule; the interdiction of night work for women is to consist in 
a complete rest of twelve consecutive hours from the evening to 
the morning, for all women working in factories, workshops, and 
outside their family. Foreseeing cases where this introduction 
of a twelve hours’ rest would create serious difficulties for the 
moment, the Commission passed a resolution to the effect that 
the rest hours might at first be ten only, before reaching the full 
time agreed on. It was felt that this exception would enable all 
trades varying with the seasons (such as dressmaking and 
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millinery) to accommodate themselves to the new conditions. 
This would imply that the Ten-Hours-Day would have to be 
introduced all over the continent. 

The Commission further agreed that dispensations (not ex- 
ceptions) might be granted in certain cases, agreed on before- 
hand, of imminent danger to a factory; for example, in cases of 
fire or explosion, night work would be permitted either to prevent 
such an accident, or to remedy the damages caused by it. It 
was also voted that where women worked with perishable pro- 
ducts, such as in the fish or fruit industries, night work would 
be allowable whenever it was absolutely necessary in order to 
save the produce from complete destruction. 

These resolutions were to form part of a memoir to be laid 
before each Government by the first of March 1904, explaining 
the whole question of night work for women. As in the case of 
white phosphorus the Federal Council of the Swiss Confedera- 
tion was to be asked to initiate an international conference on 
this subject with a view to an international prohibition of night 
work for women. Finally, the Commission pointed out the 
absolute necessity of an inquiry into the question of home 
industries, more than ever urgently needed, as these very 
regulations would have the effect of extending their sphere. 

Such, in brief, was the work of the meeting at Bale, which, 
it is hoped, may lead to an international convention. 


K. F. 





THE Economic LEGISLATION FOR 1903 


DEALING first with the economic legislation of an Imperial 
character, we find in the Finance Act (3 Edward VII.,c. 8) a 
reflection of the unsettled fiscal convictions of the times. The 
duties imposed on various cereals in 1902 are remitted, but those 
on tea, tobacco, beer, and spirits are retained. The Income 
Tax is reduced from 1s. 3d. to lld. By the Revenue Act 
(3 Edward VII., c. 46), molasses imported for use solely as food 
for stock is exempted from duty under the Finance Act, 1901: 
and in calculating the Inhabited House Duty on houses let in 
separate tenements, component tenements of a less annual value 
than £20 are not assessed, while the rate of duty is reduced to 
3d. and 6d. for those of an annual value between £20 and £40, 
and between £40 and £60 respectively. These reductions, how- 
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ever, depend, where the annual value is less than £40, upon the 
production of a certificate as to the fitness of the accommodation 
provided and as to the sanitary condition of the dwelling. 

As a result of the International Sugar Convention, the Sugar 
Convention Act (3 Edward VII., c. 21) was passed, giving the 
Crown power to prohibit by Order in Council the importation of 
sugar from a country where bounty is granted on the manufacture 
or export of sugar; and, accordingly, the importation of sugar 
has been prohibited from Denmark, Russia, and the Argentine 
Republic. Molasses and sugar-sweetened products are not 
included in this prohibition. 

The total sum granted by the Appropriation Act (3 Edward 
VII., c. 32) was £116,000,000 as against £151,000,000 of last year ; 
the charges for Army services showing a reduction of £35,000,000. 
It may be noted that by the Army Act (8 Edward VII., c. 4) an 
Army of 236,000 men (excluding those in India) is legalised, as 
against 420,000 in 1902. The appropriations in aid amount to 
an additional £18,000,000, of which £5,500,000 is devoted to 
meeting the excess of army expenditure for the year 1902-1903. 

By the Military Works Act (8 Edward VII., c. 29) an ex- 
penditure of £5,000,000 is authorised on various defence and 
other works, nearly half of which is appropriated to barracks in 
South Africa ; and by the Naval Works Act (3 Edward VIL, c. 22) 
an expenditure of £8,000,000 is authorised on various works 
already (as at Gibraltar and Malta) in progress. This latter sum 
covers the estimates on these works up to 1905; while, since 1897; 
a Military Works Act has been passed every second year. 

By the South African Loan Act (8 Edward VII., c. 27) the 
Treasury may guarantee interest not exceeding 3 per cent. on 
loans raised by the Transvaal for certain purposes. These in- 
clude £2,000,000 for compensation to loyalists in Cape Colony 
and Natal, £14,000,000 for the acquisition of existing railways, 
and £15,000,000 for repatriation, compensation, and develop- 
ment in the Transvaal and Orange River Colony. The total 
loan that may be guaranteed is £35,000,000. 

Taking next the measures that affect the United Kingdom, the 
administration of the Patriotic Fund has been placed by the 
Patriotic Fund Reorganisation Act (3 Edward VII., c. 20), in 
the hands of a corporation composed (besides nominated members) 
of all the lord-lieutenants, chairmen of county councils and mayors 
in the United Kingdom. The fund consists of an invested sum 
of £1,250,000, in addition to landed property. 

By the Public Works Loans Act (3 Edward VII., c. 28) local 
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loans are authorised to be issued by the National Debt Com- 
missioners to the extent of £7,900,000. 

The rapid development of speed in locomotion is evidenced by 
the Railways (Electrical Power) Act (8 Edward VIL., c. 30) and the 
Motor Car Act (3 Edward VII., c. 36). By the first the Board 
of Trade is given power to make orders authorising a railway 
company to make and use electricity, and securing the safety of the 
public where it is used. By the Motor Car Act the whole use 
of motor cars is regulated with a view to preventing reckless and 
dangerous driving and to ensure the ready identification of offenders. 
Reckless driving was already an offence both at Common Law 
and under regulations in connection with the previous Motor 
Car Act ; it is now defined and made an offence under this Act, 
entailing penalties of £20 for the first offence, and £50 or three 
months’ imprisonment for subsequent offences. Drivers are 
bound to stop when an accident occurs. The maximum rate 
of speed is enlarged to 20 miles an hour: but the Local Govern- 
ment Board may reduce this tc 10 miles an hour within limited 
areas, and may close special roads to motor cars altogether. 

With regard to the increasingly important class of heavy 
motor cars under 3 tons (which will include the majority of those 
used in trade), the Local Government Board are empowered to 
lay down the conditions of their use. A Committee of the 
Board is at present considering the matter. 

The identification of the car is provided for by the compulsory 


_registering of every car with the council of some local authority, 


and the carrying in a prominent position of the number assigned. 
The person driving a car on the highway without the number 
affixed, or with the number obscured, is liable to the penalties 
before mentioned. 

Further control is obtained by the licensing of drivers. These 
licenses (issued by councils of local authorities), involve no test of 
the driving powers of the applicant ; but they may be suspended, 
and the holder disqualified from obtaining another, and it is an 
offence under the Act to drive a motor car without one. The Act 
remains in force until 1907. 

By the Employment of Children Act (8 Edward VII., c. 45) 
local authorities are given large powers of regulating the employ- 
ment of children under 14 by byelaws, to be confirmed by the 
Secretary of State. They may prohibit employment below a 
certain age, between certain hours, for more than a certain 
number of hours per week, or at certain trades. Subject to these 
byelaws, no child may be employed between 6 p.m. and 9 a.m. ; 
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and no child shall in any case be employed at an occupation likely 
to injure his health or education, nor shall any child under eleven 
trade in the street. Where this Act is contravened, both the 
employer and the parent of the child become liable to a fine. 
The power which the Petty Sessional Court had to license the 
employment of children over seven in public entertainments is 
now restricted to children over ten. 

One Act must be noticed that applies to England and Scotland 
—the Pistols Act (3 Edward VIL, c. 18). Under this Act it is 
unlawful to sell or hire a pistol to any person who does not 
produce a gun license or show that he is entitled to carry a gun: 
unless he is going abroad for six months, or only intends to use 
the pistol in his own house. It is also unlawful for any person 
under eighteen years of age to buy or carry a pistol. A penalty 
of £25 or three months’ imprisonment is placed upon selling a 
pistol to an intoxicated or insane person. 

Among the Acts that apply to England only, the County 
Courts Act (83 Edward VII., c. 42) extends the jurisdiction of 
County Courts to claims of the value of £100 (formerly £50) : 
while the Poor Prisoners’ Defence Act (3 Edward VIL., c. 38) 
provides for the assigning to poor prisoners of legal aid in 
suitable cases at the public expense. 

By the Housing of the Working Classes Act (3 Edward VIL., 
c. 39), regulations are made for the re-housing of persons of the 
working class where land is compulsorily taken. It may be noted 
that ‘‘ working class” is defined to comprise mechanics and 
labourers working for wages: hawkers and others who do not 
employ anyone but their own family: and persons other than 
domestic servants whose income does not exceed 30s. a week. 
Where houses occupied by 30 or more persons of the working 
class are to be taken, a re-housing scheme shall be approved by 
the Local Government Board before any house is entered, under 
a penalty of £500. The Act also provides that in any letting of a 
working class house there shall always be an implied condition 
that it is reasonably fit for human habitation, notwithstanding 
any agreement to the contrary. 

As a result of the indiscriminate use of the streets of London 
by begging processions, and other collectors of alms, the 
Metropolitan Streets Act (8 Edward VII., c. 17) enables the 
police to control by regulation the collection of money in the 
streets. 

The Education Act (1902) is applied to London by the 
Education (London) Act (3 Edward VII., c. 24). The London 
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County Council becomes the local education authority. Their 
powers (except as to finance) will be exercised by a committee, 
to which outside experts may be co-opted, and in which at least 
one woman will be included. 

The borough councils will appoint two-thirds of the managers 
of provided public elementary schools, in their respective areas ; 
they will also determine (subject to the approval of the Board of 
Education), the numbers of such managers and how the schools 
should be grouped. One third of each body of managers must 
be women. The borough councils must also be consulted in the 
selection of sites for new public elementary schools: but the 
Board of Education may, if they think necessary, override their 
objections. 

The managers of non-provided public elementary schools will 
be appointed as under the Act of 1902—that is to say, four 
foundation managers to represent the denominational interest, 
one appointed by the county council, and one by the borough 
council. 

The limit to a 2d. rate for higher education imposed by the 
Act of 1902 will not apply to London. The Act will come into 
operation on some date before May 1st, 1905, to be appointed by 
the Board of Education. 

With regard to the working of the Education Act, 1902, the 
Education (Provision of Working Balances) Act (3 Edward VIL, 
c. 10) authorises local education authorities to borrow working 
balances for carrying the first-named Act into effect. 

The Scottish Licensing Laws are revised and consolidated by 
the Licensing (Scotland) Act (3 Edward VII. c. 25). Part I. of 
the Act deals with licensing courts and their constitution. 
Part II. deals with the granting by such courts of certificates to 
keep inns, etc. Part III. prohibits the granting of excise 
licenses unless a certificate is first obtained. Part IV. attaches 
penalties to various offences under the Act. Among other 
provisions, no person under 16 may be served with spirits to be 
consumed on the premises; and no person under 14 may be served 
with excisable liquors to be carried away except in corked and sealed 
vessels containing not less than one pint ; while anyone who sends 
a child under 14 to fetch excisable liquor (except as above), is 
liable to a fine. Penalties are also imposed by this Part on 
riotous behaviour and drunkenness: on procuring drink for a 
drunken person: and on drinking in an unlicensed house. 

Part V. deals with the Registration of Clubs. No excisable 
liquor may be sold upon the premises of an unregistered club : 
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and precautions are taken to ensure the registration of only bona 
fide clubs. Part VI. deals with legal proceedings. 

Another important Scottish Act is the Burgh Police (Scotland) 
Act (3 Edward VIL., c. 33), which amends and enlarges the Burgh 
Police (Scotland) Act, 1892. It deals with the administration of 
burghs generally; among other provisions it lays down various 
rules as to the streets and buildings in a burgh, gives certain 
additional powers and duties to the burgh authorities, prohibits 
betting in the streets, and deals with the supply of milk from 
diseased cows and the manufacture of ice cream. 

The Irish Land Act (8 Edward VII., c. 37), which is perhaps 
the most important measure of the year, and on which the 
highest hopes are built, cannot be more than touched on here. 
Its main object is to facilitate and encourage the sale of estates, 
and the purchase by tenants of their holdings. This is effected 
either by the purchase of the whole estate by the Land Commis- 
sion (this only in cases where three-fourths of the tenants 
agree to purchase their holdings), or by the advance to the tenant 
of the purchase-money of his holding. The Commissioners may 
not hold land not agreed to be purchased to the value of more 
than £5,000,000. 

The tenant will pay off the advance by an annuity of £3 15s. 
per cent.; this, Mr. Wyndham stated in introducing the Bill, 
would wipe out the debt in 684 years. There are strict pro- 
visions against the purchasing tenant sub-dividing, sub-letting, 
or mortgaging his holding for more than a small amount. 

The landlord will be paid in cash, and in addition to the price 
he will receive a bonus of 12 per cent. from the Treasury. This 
is to cover the legal expenses (the land system being particularly 
complicated), and a total expenditure of £12,000,000 is authorised 
under this head, for which the Imperial Treasury will get no 
return. 

To raise the cash representing the price of the land, 2? per 
cent. guaranteed stock will be issued by the Treasury. Not more 
than £5,000,000 per annum will be issued at first. The total 
amount required cannot exceed £150,000,000, and the security 
for this will be the land in Ireland, and the Imperial contribu- 
tion to Ireland—which amounts to £2,500,000 a year. Failing 
other sources, the interest on the debt will be paid out of this. 
Only agricultural and pasture land may be dealt with. 

C. A. Montacu Bartow 































































124 THE ECONOMIC JOURNAL [MAR. 


LETTER FROM CANADA. 


Frew topics possess a greater interest and importance in 
Canada, at the present time, than the transportation question. 
A commission has been appointed to study it and to make a 
report for the guidance of the Government. Already sittings 
have been held, and a considerable amount of evidence submitted 
relating to the ports of the maritime provinces, which were 
visited by the Commissioners. The new Railway Commission, 
at the head of which has been placed Mr. Blair, till recently 
minister of railways, is about to commence work. Its powers 
are considerably more extensive than those of the Railway Com- 
mittee of the Privy Council, whose functions it takes over. 
Whether it will be found that some of the powers nominally 
assigned the commission must be left unused, is a question which 
experience alone can decide. Restraint of discrimination by the 
railways is an end to be desired: interference with rate-making 
may prove a dangerous practice, if indulged in. 

Meanwhile, the plans for the construction of the new trans- 
continental line, from Port Simpson to Moncton, are being 
advanced. The session of parliament, which has been announced, 
will be concerned with modifications of the contract with the 
Grand Trunk. Pacific Railway, embodied in an Act of the last 
session. The construction of the Eastern section of the line, 
from Winnipeg to Moncton, the part of the plan which led to 
the retirement of Mr. Blair from the ministry, is, we are assured, 
to be proceeded with. So far as that is concerned, rumour 
wrongly connected the intended modifications of the Grand 
Trunk Pacific contract with an abandonment of this feature 
of the scheme. 

As a correspondent of the Times recently (December 25th) 
pointed out, one of the reasons advanced for the construction of 
this line was the danger of the suspension of the privilege of 
shipping goods through the United States under bond, a privilege 
which proves a great convenience to Canadian shippers. The 
dependence of Canada on the maintenance of this privilege does 
not appear, however, to be by any means the only feature of 
importance relating to it. The Times correspondent adduces 
certain data intended to show that Canada’s trade is, at present, 
driven to United States ports during the winter, and is depend- 
ent on the friendly disposition of our neighbours to the South. 
It would, undoubtedly, be a great misfortune, deserving, perhaps, 
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the name of calamity, if the free choice of routes for our export 
trade were limited by the interruption of freedom of transit in 
bond. 

There are other aspects of the matter, however, which 
encourage a confidence that the calamity in question will be 
averted. Apart from.the increased degree of independence of 
United States transportation routes which the construction of 
the new transcontinental railway may afford, existing routes for 
summer traffic are being steadily improved. The handling of 
grain on the great lakes, and thence to Montreal, is now so 
efficiently conducted that one important argument for the 
improvement of the Erie Canal is that the St. Lawrence route 
competes too severely to be endured as things are. From the 
head of the lakes to Montreal, grain can be handled at 44 cents 
per bushel, and has been handled at a lower rate than this in the 
season recently concluded. The transfer to ocean-going vessels 
at Montreal can be made directly from canal barges, and I am 
assured that this fact alone is sufficient to outweigh the disad- 
vantage in insurance rates under which the St. Lawrence still 
labours. The greater cheapness has brought large quantities of 
United States grain to Montreal. The preliminary figures of 
exports of Canada during the five months ending with November 
show an export of barely 7 million bushels of domestic wheat, 
as against over 5 million bushels of foreign wheat, and as large 
an amount of maize from the United States. 

Taking wheat, oats, and corn together, the second half of 
1903 showed, according to a*return of grain exports in the daily 
newspapers, a greater export of these three from Montreal than 
from any other Atlantic seaport, New York itself included. For 
the whole year 1903, Montreal was surpassed in grain exports by 
New Orleans and New York alone of the ports on the Atlantic. 
Doubtless there are interests which would be served by the 
diversion of the trade from Canadian? to United States routes. 
Similarly, in the case of the large amount of freight which passes 
between New England and western states, traversing part of 
Canada on the way, the diversion to lines of transportation lying 
wholly within the United States would profit transportation 
interests there, but be antagonistic to the interests of shippers 
and consignees. Then, again, the movement of Canadian goods 


1 It should be stated that Canada imposes a duty on grain imported for 
consumption as follows:—wheat 12 cents per bushel, oats 10 cents per bushel, 
corn imported for use in distillation 74 cents per bushel, rye 10 cents per 
bushel, &c. 


























































126 THE ECONOMIC JOURNAL [MAR. 


through United States ports to Europe and elsewhere, and the 
movement of goods to Canada through New York and other 
United States ports, enlists interests on the side of not driving 
away freight, and the profits which arise from handling it, by 
imposing such an obstacle as the interruption of the bonding 
privilege would prove. 

Though some parts of the United States may be found to 
favour the removal of the privilege, and other parts be indifferent, 
there are important interests concerned in the maintenance 
of the privilege. The western states gain, and so does New 
England, the latter having an especial interest in maintaining 
the competition of the Canadian Pacific Railway and the Grand 
Trunk with the other railways which serve them. 

Bearing in mind the effective resistance of the fishing interests 
of Gloucester to the Newfoundland treaty, the special concern of 
Portland in being used as a port of shipment for Canadian 
products, and a port at which goods are landed en route to Canada, 
seems worth considering. The fishery products landed at the two 
ports of Boston and Gloucester together are stated in United 
States returns at a value of about four millions of dollars in 1901, 
less than 43 millions in 1902. In 1902, of 10,840,000 bushels of 
grain shipped from Portland, over 8,000,000 bushels were 
Canadian grain. In the eleven months to November 1903, of 
11,740,000 bushels shipped, again over 8,000,000 bushels were 
Canadian. In the fiscal year 1901-2, the domestic exports from 
Portland were $14,300,000. Theimports for United States purposes 
were $1,200,000 in round figures. The imports received by water 
and sent on overland to Canada were $6,680,000. To this must be 
added the Canadian goods exported. It is only in 1903 that the 
United States records supply data as to the total amount of this 
transit trade. For the eleven months to November, the value of the 
principal Canadian godds sent in transit to Portland for shipment 
exceeded six million dollars. It would, therefore, appear as if 
the value of goods passing through Portland on Canadian account 
is more than 40 per cent. of Portland’s total foreign trade. 
Portland, at least, would be very seriously injured by any inter- 
ference with the bonding privilege. If Gloucester’s fishing 
interests can prevent the establishment of free trade relations 
between the United States and Newfoundland, what may be 
expected of the greater interest of Portland in the handling of 
Canadian goods shipped in bond ? 

Quite recently, the fact that Canadian convenience is not 
alone concerned in facilities for interchange of traffic between the 
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United States and Canada has received a fresh illustration. The 
Customs officials at St. John have been enforcing a regulation 
requiring that goods shipped to St. John from United States 
ports, for free transhipment there to ocean-going vessels, must be 
carried in ships of British registry. The regular lines of American- 
owned vessels trading between Boston, Portland, and St. John 
have found such action a serious hindrance to profitable business, 
and a compromise, which may permit the continuance of business 
on the lines on which they have developed it, is sought. If my 
memory is not at fault, the action above referred to was preceded 
by an increase of stringency on the part of the United States 
Customs department in its relation to passengers on this very 
route. The written declaration required of passengers landing at 
New York and other ports, coming from Europe, was announced 
as about to be exacted also from passengers between the ports of 
the Canadian maritime provinces and the ports of the United 
States. Whether the act of the Collector of Customs at St. John, 
in insisting on the nationality of the vessels entitled to privileged 
treatment, is in any sense a reprisal to the new regulation of the 
United States Customs does not appear. They are closely related 
in time at any rate. 

There is one point in which the statistics quoted by the 
Times correspondent might have been made to support his 
thesis of our dependence on United States routes much more 
effectively. He shows, for example, that the value of certain 
food products exported to Great Britain during the months 
December, 1902, to April, 1903, from Halifax and St. John was 
$7,145,000. Now the total value of these same products, 
exported to any destination whatever from Halifax and St. John, 
during the year July, 1902, to June, 1903, is given in the Trade 
and Navigation returns as $7,700,000, of which $6,860,000 was 
sent from St. John. Is it not certain that a large proportion of 
the latter reached St. John by the Canadian Pacific Railway 
short line through the State of Maine? Would not this route 
be affected equally with the routes to Portland, Boston, New 
York, &c., by the interruption of the bonding arrangements ? 
The 30 per cent. of winter food exports shown to be shipped 
from Canadian ports, might probably be reduced to a figure not 
exceeding 10 per cent. sent by all-Canadian routes. But what 
does this prove? Should we not need to know how the individual 
items would be affected by the greater expense of a longer haul 
over a Canadian line? As the Intercolonial is a Government 
line, suspension of bonding arrangements might be met by a 
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reduction of freight rates sufficient to minimise the inconvenience, 
just as canal tolls have been suspended on Canadian canals 
during the past season. A known difficulty in moving freight to 
ocean ports during the winter might affect the proportion of the 
goods least able to bear heavy charges which would be moved 
vid St. Lawrence ports. The capacity of these ports is being 
enlarged year by year. As far back as 1897-8 a much larger 
amount of grain was shipped from Montreal than in 1902-3. 
Yet the lake grain-carriers, the canals, the elevators, can all 
handle more now than then. A return, with which the Depart- 
ment of Trade and Commerce has favoured me, shows that over 
21 millions of bushels of Canadian grain of all kinds was shipped 
through the United States in each of the fiscal years 1901-2 and 
1902-3. In the first of these years, over 10 million bushels, in 
the second over 8 million bushels, of foreign grain was shipped 
through Canadian ports. The same interference with bonding 
arrangements, which would deprive United States railroads of the 
freight represented by the 21 millions, would divert the foreign 
grain from Canadian routes, and thus leave them the freer to 
handle domestic grain. The channels would not be so likely to 
be choked as might appear if we think only of the amount now 
sent through the States. 

The general manager of the Canadian Bank of Commerce, at 
the recent Annual Meeting of that institution, pointed out that, 
during the season just ended, a smaller proportion of our crops 
-were shipped by United States routes than ever before. He 
said : ‘‘ We are now carrying nearly all of our own grain and a fair 
quantity of grain grown in the United States.”” He stated also 
that, in 1903, the number of cattle shipped from Montreal was 
147,216. The United States statistics show that, in the eleven 
months ending November, 1903, the number of Canadian cattle 
shipped from United States ports in transit was only 13,831, 
while the total number of cattle shipped from Atlantic ports of 
the United States in those eleven months was 286,217, of which 
New York accounted for 131,392, or less than were shipped from 
Montreal in the seven months from May to November. The 
relative position of the chief port of the Dominion is rapidly 
improving, and the capacity of Canadian routes to take care of 
Canadian trade in the future must not be judged simply from the 
indications of the recent past. 

It was on considerations such as have been stated above that 
the assertion made on p. 479 of the last number of this Journal 
was based. Were our neighbours to interfere with existing 
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privileges of transit of merchandise in bond through their 
territory, it would, unquestionably, be a source of no small 
inconvenience to Canada, but it would smack of the policy of 
‘‘ cutting off one’s nose to spite one’s face.”’ 

In the course of the comparison of different records relating 
to the subject of this letter, the writer has been struck by the 
apparent discrepancies between statements apparently applying to 
the same facts. Thus the Canadian accounts show the following 
for our foreign trade carried on through the United States. 


Merchandise imported Merchandise exported 
from Foreign Countries to Foreign Countries 
Fiscal year through the United States. through the United States, 
ending June 30th. $ $ 

1903 24,843,380 49,509,026 

1902 22,313,751 48,192,850 

1901 20,971,513 36,822,096 

1900 24,007,662 25,606,984 


The regularity of communication with Europe vid New York 
is an obvious reason for the receipt of a substantial value of 
merchandise through that port. The increasing use of the ports 
of the United States for our exports is, however, very striking. 

The Statistical Abstract of the United States, reproducing 
figures from the annual return relating to Foreign Commerce 
and Navigation, shows the following, so far as the Dominion of 
Canada is concerned :— 

Merchandise received for immediate transit across United 
States territory, or for immediate transhipment to other foreign 
countries. 


Fiscal year Shipped to Canada. Received from Canada. 
ending June 30th. $ $ 
1902 37,577,144 61,070,657 
1901 30,483,655 44,242,139 
1900 31,350,372 43,574,868 


Figures for the latest year are not yet tohand. The Monthly 
Summary, already quoted, however, shows the amount and value 
of leading articles of merchandise brought from the Dominion of 
Canada, and entered for transit across the United States 
territory to Foreign Countries as follows: 


$ 
Six months ending June 30th, 1903 ......... 12,687,527 
Eleven months ending November 30th, 1903 .. 19,610,923. 
No. 53.—vou. xIv. K 
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These amounts include, however, as stated, only leading 
articles, and only represent the use made of United States routes 
in respect of these commodities. The contrast between the 
Canadian and United States figures relating apparently to the 
same trade movement is very noteworthy. Apart from a con- 
jecture that possibly the use of routes between different parts of 
Canada which traverse United States territory may be included 
in the United States return, omitted from the Canadian, I cannot 
explain the differences. The conjecture is not strongly supported 
by examination of the figures. Thus we have: 


United States receipts of United States shipments of 
goods in transit from goods in transit to Canada 
Canada less Canadian less Canadian imports 
exports to Foreign Countries from Foreign Countries 
Fiscal Year through United States. through United States. — 
ending June 80th. $ $ 
1902 12,877,807 15,263,393 
1901 7,420,043 9,512,142 
1900 17,967,884 7,342,710 


If the difference between Canadian and United States accounts 
depended on the inclusion in the latter of goods received at one 
Canadian frontier station for shipment to another Canadian 
frontier station, the figures in the two columns of this last table 
ought to be, at any rate approximately, equal. 

Reference to this point affords opportunity for again 
emphasising a matter entirely omitted from all the official records 


- which I have been able to consult, namely, the value of United 


States goods which traverse Canadian territory in the same way 
in which Canadian goods, moving by the Canadian Pacific 
Railway short line across the State of Maine from the provinces 
of Ontario or Quebec to New Brunswick, traverse United States 
territory. The department of Trade and Commerce at Ottawa 
inform me that they have no record of the value of goods thus 
passing through Canada, but I have been assured by those whose 
connection with the transportation routes conveying such goods 
should enable them to speak with authority that the amount is 
very substantial. 

While on the subject of discrepancies in the trade statistics of 
different countries, it may be pointed out that, taking the three 
years July, 1900, to June, 1903, the British returns, reducing 
hundredweights to bushels at the rate of 60 pounds to the 
bushel, show imports of wheat, as grain, from Canada and the 
United States respectively, averaging 15 and 72 millions of 
bushels per annum. The trade statistics of Canada and the 
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United States show exports of wheat of the domestic produce of 
these countries, to Great Britain, averaging respectively 21} and 
68 millions of bushels. The discrepancy in the aggregate 
receipts in the United Kingdom from North America, and the 
shipments thence, is small, but the distribution, as shown in the 
British accounts, is substantially different from that shown in 
the accounts of the countries of origin. A difference in the 
opposite direction is shown in the figures for wheat flour, but 
not sufficient to show the contribution of Canada to the bread 
supplies of the mother country in the relative importance, 
compared with the United States, which the returns of these 
countries indicate. This is a matter intimately connected with 
the chief subject of this letter, inasmuch as the differences here 
pointed out are traceable to the shipment of Canadian products 
from United States ports, and vice versa. 
A. W. Fivx. 


Canadian Correspondent of the 
Royal Economic Society. 





RECENT OFFICIAL PAPERS 


Views of the Government of India on the Question of Preferential 
Tariffs. [C41931.] 1904. 


OF two alternative plans that India should be as free as the 
self-governing colonies to protect against British goods, and that 
she should maintain dues on British and Colonial goods as now 
for revenue, while imposing a higher rate on foreign goods, the 
former is dismissed as impracticable. The latter would benefit 
the British manufacturer. ‘‘ But as regards India the balance of 
advantage is distinctly adverse.” She has very little to gain and 
a great deal to lose, considering the danger of reprisals by 
foreign nations, and the necessity to India of foreign trade as the 
means of meeting her obligations. All that the Indian Govern- 
ment ask for is that they should not be pledged in advance to 
accord equal treatment to the imports of all countries alike 
whether they penalise our exports or not. India has recently 
used effectively the threat of a higher tariff or the concession of a 
lower one in her dealing with Russia and France. 
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Reports on Tariff Wars between certain European States. [C* 
1938. ] 


Three tariff wars, between France and Switzerland (1892-5), 
between France and Italy (1888-99), and between Germany and 
Russia (1893-4) are described; each war in two reports, one 
from each of the two countries that were parties to that war. (I) 
Of the Franco-Swiss war His Majesty’s representative at Paris 
reports that the decline in the French exports to Switzerland in 
the three years 1891-94 was nearly 45 per cent.; while the 
corresponding decline of Swiss exports to France was nearly 35 
per cent. The trade relations between France and Switzerland 
have not yet recovered their prosperity of thirteen years ago. 
The course of the war from year to year is given in the report 
from Switzerland in the form of extracts from the annual reports 
of the Swiss Commercial and Industrial Society. (11) The 
Franco-Italian war from the French point of view appears equally 
disastrous. The dreary details of loss are given by the Italian 
correspondent. A Ministerial memorandum laid before the Italian 
Chambers, 1889, showed that the differential duties had almost 
ruined the export trade to, and the import trade from, France. 
The joint loss to the two countries is estimated as £120,000,000. 
The termination of the war has not nearly restored the volume of 
trade to its former level. (111) Among the chief causes of the 
tariff war between Russia and Germany were (a) Russia’s heavy 
protective duties on imported manufactures and the preference 


- given by her to sea-borne over land-borne goods; (b) Germany’s 


heavy duties on imported cereals not lightened for Russia, as for 
other nations, by a treaty. In 1892 Russia created a double 
tariff and threatened Germany with the maximum; Germany 
retorted with differential duties of 50 per cent. on Russian goods. 
Russia followed suit, and also raised dues on German shipping. 
So the war raged from August, 1893, to March, 1894, when a 
compromise was effected. Great increase of trade has followed, 
the consequence, perhaps, of that clause which stipulated that 
there should be no addition of duties on certain articles for ten 
years. The report from Berlin represents the concessions made 
by Russia as greater than those which she obtained. 





Special Report on Employees and Wages (Twelfth Census of the 
United States). By D. R. Dewey, Ph. 


THIS is a monumental record of earnings and rates of 
wages in thirty-four staple and stable industries of the United 
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States. The introductory chapter setting forth the method and 
scope of the inquiry is of great statistical interest. The use of 
the median and quartiles is advocated. The comparison between 
rates of wages in 1900 and in 1890 is thereby facilitated. 





The Bulletin of the Bureau of Labour (Washington), for 
November, 1903, gives the results of an investigation into the 
cost of living of working men’s families in the United States. 
The retail prices for articles of food weighted according to the 
proportions consumed by 2,567 families (in 33 States) show a 
rise of 10°9 per cent. in 1902, as compared with the period 
1890-99 ; a rise of 16°1 per cent. as compared with the year of 
lowest prices, 1896. These articles represent 42°5 per cent. of 
the average family expenditure. For rent, which makes up 
nearly 13 per cent. of that average, no statistics are available. 
For clothing and other articles there are only wholesale prices. 
Assuming that retail prices rise and fall less than wholesale 
prices, it is estimated that the cost of living as a whole has risen 
by not more than 16°1 per cent. since 1896. 





OBITUARY 


HERBERT SPENCER 


HERBERT SPENCER died at Brighton on the 8th December, 
1903, in his 84th year. Though never of robust health, he had 
been able by rigid economy of his strength and patient per- 
severance in plain living and high thinking to carry out in its 
broad outlines the whole of the large philosophical scheme 
which he had set before himself fifty years ago. He had 
applied his Synthetic Philosophy to the chief departments of 
human knowledge. The essence of it is in his own words a 
doctrine of evolution proceeding from “indefinite incoherent 
homogeneity to definite coherent heterogeneity ’’—from simple 
unity to a unity of differences. In a prospectus of 1860 
(reprinted in the Preface to First Principles a few years later), 
the scheme already embraces the Principles of Biology, of 
Psychology, of Sociology, of Morality; and books from him on 
all these subjects have duly appeared. They have been widely 
read, and have exerted a great influence, though the number of 
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Spencer’s admirers has always been larger than the number of 
his adherents, especially in political theory. 

By habit and repute a philosopher, he cultivated close 
relations with economics. His political economy is nearest to 
that of Adam Smith; with that philosopher and economist he 
has many points of contact, finding much truth in Adam Smith’s 
ethics of sympathy (see Social Statics, 1850, ch. v, § 5), sharing 
his dislike not only of the interference of the State, but even of 
the action of voluntary combinations as soon as these became a 
power in society. He did not like the Dock Strike of 1889. 
(Justice, 1891, p. 244.) His praise of co-operation is very cautious 
(see Principles of Sociology, and the extract from it vontributed 
by his own authority to the Labour Co-partnership Journal, 
October, 1896). 

But he was not bounded by the ideas of the 18th century. 
The broad analogies between biology and industry, for exainple, 
which appear very tentatively in Quesnay and Adam Smith, are 
expanded and expounded with fulness of knowledge by Herbert. 
Spencer (in Principles of Sociology). The hint which he ascribes 
to Milnes Edwards (Justice, p. 229) of an analogy between physi- 
ological and industrial division of labour has been improved by 
him in the taking. To him it is not so much an analogy between 
two different phenomena as the appearance of something one and 
the same in a more and in a less highly developed form. The 
“law” of the relation between conduct and consequence, too, 
appears in the animal as well as in the human kingdom. So does 
the very law of “non-interference,” requiring that the actions 
by which the individual benefits itself and avoids evils shall be 
so guided as to allow the like acts of others, in the social herd ; 
and so also the law of sacrifice of the individual for the herd 
under certain conditions (Justice, pp. 15 seq.). . 

Whatever may be the rightfulness on other grounds of laying 
materialism and agnosticism to the charge of Herbert Spencer, 
he cannot be accused of making too little of the place of morality 
in the world. To him, morality as it is in man is in the nature 
of things; it is the same phenomenon as is traceable in all 
animated nature, and by no means fortuitous and haphazard. 
He goes so far as to vindicate the use of the old terms Law of 
Nature and Moral Sense (Social Statics, Introduction). The 


notion of Greatest Happiness is described in a quite Aristotelian | 


manner: “To have complete felicity is to have all the faculties 
exerted in the ratio of their several developments; and an ideal 
arrangement of circumstances calculated to secure this con- 
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stitutes the standard of Greatest Happiness’’ (Social Statics, 
Introduction, compare Data of Ethics, 1879, ch. ix, §§ 56 seq.). 
“ Pleasure is an unintended concomitant’’ (Letter to Spectator, 
16th December, 1899, cf. Data of Ethics, § 67). He is not 
without reservations a Utilitarian;—neither does egoism avail 
altogether, nor altruism, as a rule of conduct. He recognises the 
close coincidence between himself and Kant in jurisprudence and 
ethics (Justice, Appendix). When interpreted with sufficient 
freedom, he may seem to be nearer to that philosopher than to 
Hobbes or Bentham. 

His view of the relation of ethics and economics was likely, 
therefore, to have a character of its own. To Herbert Spencer, 
Political Economy is an instance of the victory of natural 
philosophy over superstition (Social Statics, ch. xxiii, The 
Regulation of Commerce) ; it showed law where there had seemed 
to be no law. That is the intellectual side. On the other hand, 
like Adam Smith and Richard Cobden, he found a coincidence 
between morals and economics (Social Statics, ch. xxxi, Sum- 
mary, § 4). It is more to him than a coincidence ; ethics may be 
said to include economics. ‘‘ The laboured arguments of Adam 
Smith and his successors are forestalled, and for practical 
purposes made needless by the simplest deductions of fundamental 
morality, a fact which perhaps will not be duly realised until it is 
seen that the inferences of political economy are true only because 
they are discoveries by a roundabout process of what the moral 
law commands ”’ (2b.). A breach of economic laws is a breach of 
the law of right, and Protection is, among other things, an 
injustice (Social Statics, Introduction, conclusion). ‘ All that the 
Anti-Corn Law League did with its lectures, its newspapers, its 
bazaars, its monster meetings, and its tons of tracts, was to teach 
people what should have been very clear to them without any 
such teaching—that no good can come of violating men’s rights. 
By bitter experience and a world of talk, we have at length been 
made partially to believe as much. Be it true or not in other 
cases, we are now quite certain that it is true in trade. In 
respect to this at least we have declared that for the future we 
will obey the law of equal freedom ”’ (ib. ch. xxiii, Regulation of 
Commerce, § 4). ‘To recognise and enforce the rights of 
individuals is at the’ same time to recognise and enforce the 
conditions to a normal social life’ (Man versus State, 1885, 
p. 102). The moral law itself is simply the law of complete 
life (an idea worked out in the Data of Ethics, 1879). ‘The 
liberty of-each limited only by the like liberty of all is the 
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condition of complete life as applied to mankind at large”’ (Social 
Statics, 1850, ch. xxxi, Summary). Parliament has come to en- 
croach more and more on this liberty; and ‘‘ the function of true 
Liberalism in the future will be that of putting a limit to the 
powers of Parliaments” (Man versus State, p. 107). 

Herbert Spencer has written few papers directly economical in 
title. The essays on “‘ State Tamperings with Money and Banks ”’ 
and on “The Morals of Trade’ (both in Essays, 2nd series, 
1863) are among the few exceptions. From the first, bank 
legislation has been an organised injustice (J. c., p. 302). The 
Act of 1844 was a remnant of Protectionism (7b. 305). The 
reasoning, we see, is of a piece with his general political 
philosophy. Such an essay as that on the Social Organism (ib.) 
is full of economic illustrations; and, in fact, economics of an 
ultra-classical character pervades all the social and political works 
of Spencer. The chapters in Justice (1891) on the rights of free 
exchange and free industry, for example, are a philosophical 
treatise in little upon the doctrine of Free Trade; and taxation is 
not left out (199, 200). He sees that principles are necessary, in 
such cases, and not mere judgment ‘‘ of each case on the merits” 
(249 seq.). Passive Resisters might find an argument in his plea 
for direct taxation, founded on the right which a man has of 
ignoring the State. The said right, he says, is not vindicable unless 
the tax is so imposed that the tax can be repudiated (Social Statics, 
ch. xix, § 2). The Poor Laws are unsparingly condemned; the 


_ supposed cruelty of Malthus is tender mercy beside the rigour of 


Herbert Spencer (see Social Statics, ch. xxv, Poor Laws). ‘In 
their eagerness to prevent the really salutary sufferings that 
surround us, these sigh-wise and groan-foolish people bequeath to 
posterity a continually increasing curse.” ‘‘ Most of the objec- 
tions raised by the dissenters to an established religion will tell 
with equal force against established charity.’ Even education is 
not the affair of the State. Spencer has no belief in the 
“collective wisdom.” Governments are to him at best a 
necessary evil. “As amongst the Bushmen we find a state 
antecedent to government, so may there be one in which it shall 
have become extinct. As civilisation advances government 
decays” (Social Statics, Introduction, § 4). 

This Anarchism of Herbert Spencer is that of William Godwin, 
but on an immensely more solid foundation of knowledge. 
It has notoriously lessened his popularity in these democratic 
times. His views on property in land, the views, in 1850, of 
a far advanced reformer, such as is now called a Nationaliser 
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of the land, must weigh a little in the other direction. He after- 
wards changed his opinion as to the ways and means of 
rectifying the supposed wrongs and did not wish Social Statics to 
be taken as in all points representing his mature views. But his 
arguments against himself, perhaps the most telling summary 
on record of the case against Nationalisation with or without 
compensation, still leave us with the feeling that he is reluctant 
to be convinced (Justice, 1891, App. B, The Land Question). 

There is no shrinking from application of the main political 
principle. The very Post Office is not spared. But it is not 
fair to say that Spencer wishes the State to be dissolved, as 
things are now. We are not yet out of the condition he calls 
militarism ; and therefore we need the State for defence and 
for justice. Justice means to him rather the prevention of 
wrongs than the securing of rights. His complaint is that the 
work which it is proper for the State to do is not well done 
by it, the State wasting its time in trying vainly to do what 
is improper for it altogether. As we pass out of the military 
condition of things, we should come into what may be called 
Anarchism or Absence of Government. The Anarchism would 
be far-reaching. Education itself, ‘“‘so far as it seeks to form 
character, serves only a temporary purpose, and, like other 
institutions resulting from the non-adaptation of man to the 
social state, must die out’’ (Social Statics, ch. xvii, The Rights 
of Children). 

The stream of tendency in politics has not made for the 
ideals of Herbert Spencer ;- and in The Man versus the State 
he laments the fact with some bitterness. Socialists, especially 
‘‘ Municipal Socialists,’ may perhaps consider that they will 
be Spencerians when their Socialism has first of all done its 
perfect work and made Anarchism possible. It is certain, how- 
ever, that Spencer himself took no such view of the matter; 
and if he has had an attraction for certain classes of Socialists it 
has been in spite of himself. As life advanced he did not 
become more conciliatory. 

It has sometimes seemed that a writer’s style grows worse 
as his thought grows more mature. This is at least not 
so true of Spencer as it was of Bentham. The pointedness 
and vigour of the Social Statics can be paralleled in the Study 
of Sociology (1873), perhaps the most popular of Spencer’s 
works. But the larger books, say the Biology, the Psychology, 
the Principles of Sociology, give more colour to the assertion. 
Even the smaller of the later books contain few such racy 
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passages as the apologue of the Monkey and the Jar of Fruit 
in Social Statics (ch. xxvii, Government Colonisation). A 
remark in Justice (p. 57, note) has the sort of humour that 
occurs perhaps twice or thrice in the staid Stuart Mill: ‘I 
know only one thing more remarkable [than the resurrection 
of a doctrine], and that is the way in which a system of thought 
may be seen going about in high spirits after having committed 
suicide.” 

This is not the place for a discussion of Herbert Spencer’s 
philosophical or educational ideas. The Essay on Education has 
been brought to bear on the teaching of Economics, as of 
other things. Written as long ago as 1861, it seems curiously 
modern; its ideas were in advance of the time. That its 
author was not always abreast of his time means no more 
than that he was a finite human being. The balance of 
opinion amongst learned men is not likely to incline towards 
the duodecimal system of weights and measures; but Spencer 
never ceased to oppose a compulsory Metric System. His Will 
(1900) directed that, if within ten years after his death a Bill 
should be introduced to establish the Metric System, his 
pamphlet Against the Metric System should be reissued at a 
nominal price. The contingency has already arisen (23rd 
February, 1904) in the House of Lords. It is of interest at 
the present juncture to recall the warning addressed by Herbert 
Spencer to the Japanese in 1892 (quoted in Times of 18th January, 


1904) to “‘ keep other races at arm’s length as much as possible,” 


to trade with them by all means, but not to ally themselves 
with them—in marriage or otherwise. 
JAMES BoNnAR 





A. E. Fr. ScHAFFLE 


THE last days of the year that is gone brought a grievous loss 
to German political science. On the 25th of December died 
Albert Eberhard Friedrich Schiffle. With him there passed 
away one of the great German scholars of the 19th century—one 
of those who have not only opened up new lines of thought and 
theory in politics, but who also, as statesmen and publicists, 
have most effectively influenced, instructed and educated public 
opinion within the German empire in very different departments 
of civic life. 

Schiiffle was born February 24th, 1831, at Niurtingen in 
Suabia. Sprung from the most tenacious among Germany's 
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racial units, he remained true to his type, like many of his less 
broad-minded countrymen, and in spite of his imperial anti- 
sectarian views. He was destined for the Church, but, while 
yet a youth, turned aside to journalism. After studying political 
science at the University of Tubingen, he worked on the staff 
of the Schwdbischer Merkur, an old highly respected organ of 
his native State. In 1860 he was appointed Professor of 
Political Economy at Tiibingen, and in 1861 entered the 
Wiurtemberg Parliament as a delegate. Till 1865 he remained 
engaged in the political life of his own country. He was 
called thence in 1868 to fill the chair of political economy at 
the University of Vienna. 

Residence in Austria opened up the most important episode 
of his professional life. Public life in the Austria of that day 
had been mightily stirred by the catastrophe of 1866. Herein 
Schaffle found direct incitement to the first of those writings 
which display his special and admirable ability—the power, that 
is to say, of treating radically and from a scientific point of view 
questions and phenomena of practical politics and of actual social 
life. The modern labour movement which was then (1869) for 
the first time taking its place as an independent political factor 
in Austria, incited him to a series of public speeches. These 
were committed to book-form and published under :the title 
Capitalism and Socialism. He here sets out, in graphic and 
effective style, both his central ideas concerning the labour 
question and his conviction of the necessity for the federalistic 
organisation of the modern imperial State. It is certain that, 
by this publication, Schaffle’s strenuous opposition to the then 
omnipotent idea of capitalistic liberalism and of a Pan-German 
centralisation brought him into line with the Conservative party 
in Austria. When, in 1871, the Conservative leader, Count 
Hohenwart, was called upon to form a Ministry, he included 
Schiiffle as Minister of Commerce. 

This Government lasted only a few months, affording 
Schiffle no adequate opportunity for converting his principles of 
economics and home politics into measures. But Schiaffle was 
none the less destined to champion to the fullest extent his ideas 
on the functions of the State. In the drafting of the fundamental 
articles of the Constitution which were intended to replace the 
older Austria of a centralistic and German stamp by a more elastic 
scheme of federation, conferring equal political status on Slav 
and German nationalities, Schiiffle was the leading spirit. It 
was the attempt to carry out this at that time premature recon- 
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stitution of Austria that overthrew the Hohenwart Ministry in 
October, 1871. 

Schaffle now left both Austria and academic activity for good. 
He went to live at Stuttgart, his remarkable literary power 
henceforth unhindered in its full development by office of any 
kind. 

The three years spent in Austria divide his work as author 
into two periods. Previous to the year 1868 he published two 
very notable theoretic writings: the Hand- und Lehrbuch der 
Nationalékonomie (1861, 2nd Ed., 1867) and Ueber die Theorie 
der ausschliessenden A bsatzverhdltnisse } (1867). In these works, 
as also in an essay, Ueber die ethische Seite der nationalékono- 
mischen Lehre vom Wert (1862), he set himself to oppose the 
school of economic liberalism prevailing in Germany and else- 
where generally. The work on ‘Capitalism and Socialism” 
dates from the Vienna period, and was, later on, developed and 
incorporated with his theoretic magnum opus. 

In his lectures Schaffle had for the first time come 
forward, with a frankness too outspoken for that genera- 
tion, to vindicate many of the claims and arguments of 
Socialism. In his Quintessenz des Sozialismus (1874), which 
first won him a world-wide reputation, he enunciated still 
more clearly his hostile position, in theory as in practical 
politics, over against the predominance of capitalistic Liberalism. 
This treatise, published at first anonymously, and running, till 
1891, through thirteen editions, was translated into French, 
English and Spanish, and did more than any other production 
to enlighten the views of the educated and the well-to-do, in 
Germany and Austria, on the real nature of Socialism. In 
masterly fashion with verve and conciseness, Schiaffle has 
therein demonstrated that the central claim of Marxism, namely, 
the complete supersession of private enterprise by social collecti- 
vistic capital, involved, as such, no principle hostile to civilisation. 
The bogey of the ‘“‘ Reformatory State’’ (Zuchthausstaat) was, 
he showed, by no means identical with the idea of the Col- 
lectivist Labour State. 

In this work Schiiffle came so near to an accord with Social 
Democracy, which the German Government was then combating 
through special legislative measures, that his book, the work of 
an ex-Minister of Austria, came to be—for two days only—on the 
German Government’s Index librorum prohibitorum. As a 
matter of fact, Schiaffle, far from stirring up revolutionary 

1 On the Theory of Monopolies in Trade. 
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agitation, had only claimed ‘“‘ calmly to think out just for once 
the idea of a Socialistic State,” and to criticise the shrewd and 
significant doctrinal structure of Marxism with intellectual 
weapons, instead of condemning it without a hearing. 

The book was none the less very largely misunderstood. And 
when Schiaffle, ten years later, brought out his brochure on the 
absence of any future for Social Democracy in Germany, 
Aussichtslosigkeit der Sozialdemokratie (‘Three Letters to a 
Statesman,” 1884), he was on many points accused of self-con- 
tradiction, and even of a sort of apostasy. This judgment was 
certainly unjustifiable, even if it cannot be denied that Schaffle 
first invested the phenomenon of German Social Democracy with 
too much light, and then with too much shadow. Asa politician 
he remained ever true to his standpoint. Namely, he refused to 
regard political and economic Liberalism as the goal which could 
satisfy all aspirations. On the other hand, he considered it as a 
transitional stage—necessary but to be transcended—leading to 
a higher order of civic and economic commonwealth, built up on 
the organisation of trades and professions on guild principles. 

This view, and the twofold criticism which it involved, of 
capitalistic Liberalism and of revolutionary socialism, were 
worked out by Schaffle, with fulness of breadth and depth, in 
the third volume of the chief work of his life. This Baw und 
Leben des sozialen Korpers} (2nd edition in 2 volumes, 1896) is 
the book which raised Schiaffle, as guide and founder of German 
sociology, to the front rank of thinkers. I venture to contend 
that, in this work, Schiaffle wrought for German science what 
Herbert Spencer achieved for English sociology and Auguste 
Comte for that of France. Certainly he surpasses both in the 
richness of his knowledge and his insight into the whole field of 
economics and practical politics of our time. 

It is impossible, in this connection, to make even an ap- 
proximate characterisation of a work so large and many-sided, so 
instructive and rich in contents. I would only suggest that, as 
a rule, Schiaffle’s critics, in my opinion, have thrown into far too 
great prominence the theoretical scaffolding of his book, the 
parallels, namely, between the social and physical body, often 
pursued into the furthest details, and the base idea of the organic 
theory of state and society, so widely, often too widely, spun out. 
Let it be ;granted that so many of Schiiffle’s analogies in the 
psychology of the individual and the aggregate, and between 
biological and social phenomena are untenable. Let us even 


1 Structure and Life of the Social Body. 
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reject his methods as wrong in principle. There will still remain 
the abundance of relations discerned in the social and economic 
life of the modern commonwealth, discerned with clearness of 
vision and set forth with the vivacity of direct intuitions. 
There will still remain unimpoverished the wealth of ideas and 
original observations. Still will remain unshaken the great 
literary and scientific value of the work. 

To the last decade of Schfaffle’s creative life belongs his fine 
work on the science of finance. Stewern (2 vols., Leipzig, 
1895—7) is a composition the independence and originality of 
which do not suffer side by side with even the classic works of 
Vocke and Adolf Wagner. 

A series of minor independent writings, as well as an 
extraordinary abundance of monographs, reviews and essays 
which were published, for the greater part, in the periodical 
Zeitschrift fiir Staatswissenschaft, edited for many years by 
Schaffle himself, testify to the astonishing range of his scientific 
and political interests, and are always instructive by their richness 
of content and their constant bearing on the practical sides of 
the question. Among these, to name a few, are his writings on 
a corporate compulsory relief fund (Der Korporative Hilfskassen- 
zwang, 1884), the monograph on an international double standard 
of value (Fiir internationale Doppelwdhrung, 1881), and the 
book, Die Inkorporation des Hypothekarkredits (1883). In the 
two volumes of essays, Gesammelte Aufsdtze (1885—87), as well as 
in the later collection, Deutsche Kern-und Zeitfragen (1894, 
1895), Schaffle has published the most important of his—in the 
best sense of the word—popular essays on questions of con- 
stitutional, administrative, fiscal, financial and social politics. 
In his latter years he devoted special attention to the housing 
question; witness the work compiled in conjunction with Paul 
Lechler, Newe Beitrége zur nationalen Wohnungsreform (1897). 

All these special studies are exhaustively enumerated in 
Schiaffle’s biography in the Handwérterbuch der Staatswissen- 
schaften, 2nd edition, vol. 6, p. 507. When we survey the list, 
we cannot but admire the great power of thought and work in 
this indefatigable investigator and writer, and acknowledge in 
him the genuine “ Polyhistor”’ of German political science. 

With him, whose sure and far-seeing vision surveyed the 
whole, all but illimitable, realm of phenomena and problems 
belonging to modern civic life, German science has lost a great 
political teacher, German politics an unwearying counsellor of 
ripe wisdom and experience. As theorist, as publicist, he 
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stands unquestionably in the foremost rank of the German 
academic Socialists—that band of notable and meritorious 
scholars who have followed up the victory of the emancipat- 
ing and therefore essentially negative theory of economic 
Liberalism by a system of comprehensive and specially construc- 
tive ideas, opening up lines of fertile activity to German legisla- 
tion and administration. 

If we try to express in one sentence Schiiffle’s many-sided and 
peculiar scientific personality, we might say: His speciality lay 
in the remarkable conjunction of sober practical observation and 
the analysis of particular social and economic phenomena with a 
bold philosophic grasp of the civic life in its totality. With the 
latter faculty he seeks to penetrate and to explain each individual 
circumstance. With his wealth of actual perceptions of economic 
and social life he verifies ever anew and builds up his theories, 
his fundamental view of state and society. The philosophic 
structure of his thought allies him with the great ideological 
doctrines of classic German philosophy which characterised the 
first half of his century. By the comprehensive and inductively 
attained principles of his system Schiaffle ranks among the 
founders of the modern positive school of German social and 
political science. In the history of political science he will be 
lastingly honoured as a mediator between those two great periods 
of the intellectual development of the nineteenth century. 

JOSEF REDLICH 





City Notzs. 


WE receive the following notes from R. G. :— 


The Renewed Fall in Securities—In these Notes last 
December the topics were the continued liquidation in the stock 
markets, with special reference to the Steel Trust and the like 
ventures; the prolonged dearness of money; the signs of 
weakening in trade and increase of unemployment among the 
working classes; and finally the increase of apprehensiveness 
generally, consequent on the increasing tension between Russia 
and Japan. It is this last circumstance mainly, followed by the 
actual outbreak of war on the 8th of February, which has 
attracted attention during the last three months. The results 
are a continuance of the liquidation and of general apprehensive- 
ness in all markets, along with dear money, culminating in 
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February in a heavy fall on the Continental bourses, and a 
sympathetic fall in London, including a set-back of Consols not 
only to the low price of 87 referred to in December last, but to 
the lower price of 86 and a little under—the lowest figures touched 
for many years. There have likewise been one or two failures 
and suicides of small bankers on the Continent, who are rather 
finance-mongers than bankers in the English sense of the word, 
and at the present date of writing (March Ist) there appears no 
stoppage of the apprehension. 





Russian Securities—A special cause of uneasiness is un- 
doubtedly the extensive holding of Russian securities by 
speculators in France as well as by French investors. The 
estimates are that something like £400,000,000 of money have 
been placed by the French people in Russian stocks; and as a 
Russian war with Japan has come unexpectedly for them, and 
Japanese successes at the outset still more unexpectedly, the 
markets have been unable to resist the shock. But for the 
pessimism and speculative sales on the London Stock Exchange 
which have been going on so long the shock would have been 
worse than it has been. The condition, however, is still very 
serious. As time goes on, those interested will have to form 
estimates of the probable results of the Russo-Japanese war in 
many directions, and it would not appear as if very great disasters 
could be avoided. The confidence of the Continent in Russia has 


‘been altogether unfounded, and when the eyes of investors there 


are opened, and the magnitude of the possibilities of evil for 
Russia is understood, a complete “ landslip’’ of Russian securities, 
dragging others after them, appears not at all improbable. 


The Economics of the War.—The war is one in which the 
strategical advantages are obviously on the side of Japan, which 
has command of the sea, while the country in the neighbourhood, 
which is of wide extent, is occupied apparently by about 200,000 
Russian troops as compared with twice that number which the 
Japanese have immediately available. As Russia may be attacked 
at points many hundreds of miles apart, while its communications 
by single lines of railway are of enormous length, Port Arthur 
being 600 miles from Kharbin, the Russian centre in Manchuria, 
and Vladivostok 400 miles from the same centre, while Kharbin 
itself is some 1,200 miles from Lake Baikal, the real immediate 
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base of operations in the rear, it is easy to see that a strong 
military power like Japan must be able in such circumstances to 
force its enemy to retreat and concentrate. But what is not so 
generally understood is the economic strength of Japan, compared 
with Russia, in view of a long-continued war. Japan, then, it 
must be recollected, is a country of 46 millions of people, capable 
of manufacturing largely for itself, and especially having ship- 
building yards, docks, and factories of its own, and carrying on 
a very large foreign commerce, which is practically uninterrupted 
by the enemy. Such a Power is as able to maintain troops in the 
field as any European Power of similar population, when the 
contest is near home, especially as the maintenance of the troops 
will be proportioned to a more moderate scale of living than 
Europeans possess. Ifa European State of 46 millions can keep 
400,000 troops in the field for a long period, then Japan can do so 
too. Russia, of course, can oppose twice, and more than twice, the 
Japanese numbers of 46 millions. But Russia has many frontiers 
and many calls on its energies, and it seems doubtful whether it 
can spare against so distant an enemy as Japan any larger force 
than Japan itself can spare, or even so large a force. Apart, then, 
from the strategical disadvantages of Russia, its power to wear 
out its puny antagonist, as Japan is sometimes called, is not so 
obvious. It is Russia itself that may be worn out. As the war 
progresses, therefore, it is quite possible that investors in Russian 
securities may be forced to recognise the profoundness of the gulf 
into which their money is being thrown and may take fright. 
Russia could not possibly be engaged in a more dangerous 
contest. 





The Danger of Revolution.—In these circumstances it seems 
not unfit to suggest that the danger of political revolution in 
Russia itself has become one of the threatening factors in the 
economic condition of Europe as a whole. A great political 
collapse in Russia would obviously bring many dangers with 
it, and add to the general unrest which paralyses European 
business. 





Budget Prospects.—Meanwhile our budget position at home, 
with our extensive war preparations, is by no means very 
comfortable. Army and Navy estimates together for 1904-5 
amount to nearly £70 millions, apart from capital expenditure on 
new works which ought to be included, and apart from expenditure 
No. 53.—voL. XIV. L 
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on such ventures as the Somaliland expedition, which appear in- 
variably to mount up a great deal. With such estimates the 
Budget total seems likely to again exceed £140 millions, while 
the revenue is declining as compared with last year’s estimate, so 
that the accounts of the current year appear likely to close with a 
deficit instead of a surplus. Instead of a reduction of taxation, 
therefore, there is again talk of a possible increase. T'wo years, 
then, after the close of the war, we are still having war finance ! 
This has been not altogether unexpected in some quarters in the 
City, but the facts should give pause to a good deal of the discussion 
that sometimes goes on about Government expenditure. Surely 
the House of Commons can do something better than indulge in 
continual groanings over the largeness of the totals and elicit 
some distinct statements from Government as to the specific objects 
of Army and Navy, and the necessities for the men, ships and 
guns required, with all the incidental equipment. 





The Corner in Cotton.—The cotton trade has had a special 
excitement to itself, in consequence of a renewed corner in 
cotton, owing to the failure of the American crop, in spite of 
its magnitude, to meet all the demands upon it. As the result 
raw cotton is permanently at a much higher price than it was a 
few years ago, and the cotton manufacturers suffer accordingly, 
especially with the demands from consumers all over the world 


- rather weakening as the result of the general dulness in trade. Just 


as the cotton manufacturer is ideally prosperous when there is a 
brisk demand for as much as he can spin and weave on the one 
side, and a full supply of the raw material, so that he can obtain 
it at a low price, on the other side, so he is ideally unprosperous 
when the raw material is so scarce that the different factories 
have to fight for it, and the demand for the manufactured article 
is so weak that it cannot be sold to advantage. The latter is the 
present position in the cotton trade, and the prospect is not at all 
cheerful. An agitation has sprung up, in consequence, to develop 
new places for cotton-growing so as to diminish the dependence 
of the market on the American supply; but it may be doubted 
whether there is any remedy for this particular disease in cotton- 
manufacturing as in all other kinds of manufacturing. Any one 
who reads Tooke’s ‘‘ History of Prices’’ must be impressed by his 
demonstration that high prices of raw material lead to an ex- 
tension of cultivation and an excessive supply, while low prices 
lead to a contraction of cultivation ending in a short supply, so 
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that there is a continual see-saw. In the nature of things, 
therefore, as the demand for consumption of the finished articles 
itself oscillates, there cannot always be a fitting supply of raw 
material for the manufacturers, but there will sometimes be too 
little and sometimes too much, however varied the sources of 
supply may themselves become. Of course to increase and 
vary the sources of supply is a good thing for other reasons, but 
it will not cure the disease which has been the cause of the 
present agitation. R. G. 





LapBour NOTEs. 


BaD weather, sun-spots, the abnormal conditions prevailing in 
the cotton trade, the uncertainty of the political outlook in the 
Near East, and a slow recovery, amounting almost to stagnation, 
in the Transvaal are among the causes that are combining to 
prolong and intensify the period of depression through which the 
country is going. The fiscal controversy does not make for that 
spirit of confidence which, perhaps more than anything else, must 
precede recovery, while the bursting of the war-cloud in the Far 
East, although it has removed elements of uncertainty in the out- 
look, must intensify the difficulties of the situation. It is not 
surprising, therefore, that worse conditions in the labour market 
have to be reported now than in November, or that the Labour 
Gazette curve of unemployment has risen from 5°8 per cent. since 
the end of October to 6°6 at the end of January. The single 
group of trades that affects this percentage figure more than any 
other continues to be that of ship-building, in which no fewer 
than 14°4 per cent. are returned as unemployed. 


In such a trade as that just mentioned, however, great fluctua- 
tions are normal, and at almost any moment the temptation of 
low contract prices, or the inducement of greater earning power 
through a rise in freights, may bring orders in and alter the 
whole condition of the trade. In the serious state of affairs ruling 
in the cotton trade there is a more serious, because a more funda- 
mental, cause of difficulty, and until the supply of the raw 
material be increased and freed from the manipulation of a ring 
(the two changes will probably have to go together), it is difficult 
to see how satisfactory conditions can again prevail. It is on 
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this account that such exceptional importance attaches to the 
efforts of the British Cotton Growing Association, efforts about 
which it is satisfactory to see that the organisations of the wage- 
earners are almost as keen as are the employers, and to support 
which they are contributing large funds. Meanwhile, in conse- 
quence of the continued high price of the American raw material, 
and in the hope of weakening the position of holders and thus of 
bringing prices down, many mills, both in this and in some other 
countries, are working short time. 





A DEMAND for a reduction in wages of engineers, boiler-makers, 
and iron shipwrights that employers in the north-east coast had 
formulated, and that had been under discussion for some time, has 
been officially withdrawn, the demand being postponed for six 
months. This decision is not unlikely to be connected with the 
Russo-Japanese war, and with the stimulus to demand that this 
contest may give. It points, at least, to the expectation of a 
local revival in the above industries. 





A cuaIM for a reduction of wages of five per cent., and a 
counter claim for an advance of two and a half per cent, put 
forward by the colliery owners and miners respectively in South 
Wales, is under the consideration of the local Conciliation Board 
—a body that has just suffered a serious loss by the resignation 
of Lord Peel of the important post of independent chairman. 





LorD JAMES OF HEREFORD is also finding it necessary to give 
up the corresponding office on the Conciliation Board of the 
Federated Mining Districts, a resignation that is a set-off against 
the otherwise entirely satisfactory arrangement that has just been 
come to that the Board is to be re-constituted for a period of 
three years from January 1,1904. The maximum of 60 per cent. 
above and the minimum of 35 per cent. above the 1888 standard 
are to be the limits of variation during the life of the Board, 
with the important additional undertaking that no alteration in 
wages is to exceed 5 per cent. at any one time. 

The result of the important action brought by the Denaby 
and Cadeby mine-owners against the Yorkshire Miners’ Federa- 
tion has given further legal proof of the corporate responsibility 
of trade unions for the action of their recognised agents, even 
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when these do not act under the explicit sanction of a central 
executive body. All counts of the indictment have been decided 
in favour of the plaintiff company, but the question of damages 
has not yet (Feb. 26) been fixed. The large sum of £150,000 is 
claimed. 

A sequel to this case, not as a direct but evidently as an 
indirect consequence of the anxiety caused by the trial, has been 
the death of Mr. Benjamin Pickard, M.P., the protagonist of the 
organised miners, the founder and leading spirit of the Miners’ 
Federation, and one of the strongest of the trade union leaders 
of the country. 





THE comparative absence of trade disputes that has been 
mentioned in these notes on more than one occasion as being 
characteristic of recent conditions is brought out in a striking 
way by some recent returns by the Board of Trade for 1903. It 
is pointed out in these that there has been greater freedom from 
industrial dispute during last year than in any of the previous ten 
years, and that the aggregate duration of disputes during that year, 
2,316,792 days, amounted to more than six million days less than 
the average for the whole decade. The total number of disputes 
for 1903, 320, was less than half the average for the ten years, 
and the total number of workpeople affected, 113,873, was about 
two-fifths of the average. Coal-mining was the most disturbed 
field of employment, it alone accounting for about half the time 
lost through disputes during the whole twelve months, the next 
most disturbed group being metal, engineering and shipbuilding. 
It is perhaps noteworthy that something less than a sixth of the 
total numbers affected by the disputes were connected with any 
questions of trade union organisation, while questions of the 
hours of labour were an almost negligeable source of disturbance. 
By far the most important cause was, as usual, the question of 
remuneration, this alone accounting for something more than one- 
half of the total numbers affected, and for about three-fifths of 
the total number of disputes. 


JUST as coal-mining was the most disturbed field of employ- 
ment during the year, so also was it that in which the greatest 
change in wages took place, a considerable further decline on the 
fall of the two preceding years being recorded. The decrease for 
1903 was, however, much smaller than that for the two years, 
1901-2, when it was equivalent to a drop of about £65,000 per 
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week, or about double that of 1903. The only other trades in 
which there was any appreciable change in wages during this 
year were engineering and shipbuilding, in which the weekly drop 
was equivalent to something over £4,000 per week. The net 
decrease in all other trades, as shown in the returns, amounted 
to only about £1,500 per week. 





In London, among other places, the question of the un- 
employed has, as was anticipated in the last series of these notes, 
attracted a good deal of attention. The Mansion House Com- 
mittee of the unemployed has been revived and considerable 
interest has attached to the scheme that, largely on the initiative 
of the Bishop of Stepney, it has adopted. By this scheme only 
men with established homes in London have been helped, and no 
attraction has thus been offered to fluid provincial labour. The 
men selected have been sent to work on colonies outside the 
metropolis, where they have been fed and housed. Their earnings 
have been paid direct to their wives in London ; and, on satis- 
factory behaviour, leave to visit their homes has been granted to 
the men at certain intervals. The restrictions of the ‘ colonies,” 
the difficulty, for instance, put in the way of getting alcoholic 
drink, has proved too much for the men in a certain number of 
cases and they have thrown up their work, but on the whole the 
scheme seems to have worked well, and a full report upon it will 
be looked forward to with a good deal of interest. Probably the 
chief criticism that can be advanced against it is that it has been 
able to take action in such a small number of cases. 





FaiLurE of that description, however, if indeed it be failure, 
is almost inevitable if selection is to be made with care; and 
careful administration in these matters never winning popularity 
when considerable numbers are asking for employment, it was 
almost inevitable that competing schemes should be started. The 
most important of these have been the relief works, principally 
road-mending, organised under municipal control in several of 
the Boroughs. The results of these have been less satisfactory 
than the Mansion House experiment, but it must be remembered 
that a lower class of worker was being dealt with and catered for. 
Moreover, comparative failure was almost certain, since, the 
amount of earnings necessary to mere subsistence being so small, 
it is impossible to fix upon a wage that any public authority can 
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decently select that will be small enough to avoid attracting 
representatives of that large class which is always ready to do 
occasional but never continuous work. 





In the absence of adequate machinery for selecting the men 
for whom work is to be found and for superintending their work 
—two tasks of exceptional difficulty in what must be assumed to 
be hard times—it has often been a matter of surprise that resort 
is not more often had to the automatic check that would be 
supplied by offering work at some distance from where the men 
are sleeping. If Mile End, for instance, offers work of this semi- 
municipal character, and the men are sent to work on Mile End 
streets or in a Mile End yard, all that they have to do is to stroll, 
it may be, half a mile to their job. They may or may not have 
made any attempt to find ordinary employment, and the test does 
little or nothing to weed them out from the listless mass. But if 
Mile End could co-operate with, let us say, Fulham, and Poplar 
with Chelsea, and they mended each other’s roads, an automatic 
check against abuse would be at once introduced if men had to 
walk four or five miles to their work, for it would be easy to 
devise some plan by which a temporary change of address could 
be guarded against. Such a proposal would, of course, be but a 
pis aller, but a crudeness of check may be sanctioned, if the only 
alternative, as is so often the case,is no check at all. If considered 
desirable, for those who met the test for a certain period of time, 
say, for a week or a fortnight, other arrangements could be made, 
and they could be released from the penalty of the daily trudge. 


AL employment, however, thus provided on what is in essence 
an artificial basis, is unsatisfactory, very much as is the proposal 
to introduce indentured Chinese labour into the Transvaal. Both 
are temporary expedients, the one creating a demand for labour, 
and the other a supply, that can be justified only by temporary 
exigencies. In connection with the proposed experiment in the 
Transvaal, its temporary character is, it appears, often overlooked 
by those who condemn it, for it is as an aid in redressing a difficult 
situation, rather than as a permanent solution, that it has to be 
regarded. Even as such, however, it is clear that there is a wide- 
spread feeling against it, not only in the ‘‘ white” colonies, but 
among the working-classes in this country, although it is not clear 
whether objections are chiefly based on moral or on economic 
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grounds. As regards the former, there is no reason to think that 
those responsible for administration in the Transvaal will be less 
far-sighted or less careful than are those at home, and as regards 
the latter, the economic demand for additional unskilled labour 
seems to have been abundantly proved. It does not follow, how- 
ever, that the permission to introduce Chinese labour will secure 
it in any great quantity, but the possible effect of the introduction 
of even a small amount on the reserve of unused or partly used 
local labour has been very generally overlooked in home discus- 
sions of the problem. The opinion of the Board of Trade 
Commissioner in South Africa that “the appearance of yellow 
labour on the fields will stimulate existing sources of supply in 
Africa’ may after all point to the real solution of the problem: 
from the very fact that the Chinaman is allowed to come he may 
not be wanted, or, if wanted, only for a very short time. 





THE annual conference of the National Labour Representa- 
tion Committee, held in February, has been attended by about 
360 delegates from various parts of the country. A membership 
of nearly one million is now claimed, as compared with 
875,000 in 1901—a striking advance. Trade Unionists and 
branches of the Independent Labour Party continue to furnish 
the great bulk of the members, the Fabian Society, which is repre- 
sented, standing for a comparatively small constituency and only 
a single branch of a co-operative society having joined. The 
principle of political independence of the other parties in the 
country is being adhered to, and some of the more strenuous 
supporters of this platform are unable to give any countenance to 
those who find it somewhat narrow, insecure and ineffective. 
Mr. R. Bell, M.P., appears to be the individual who is most 
bitterly attacked for what is accounted disloyalty to the labour 
cause, although his attitude is, with few exceptions, very much 
that of the whole labour bench of the House of Commons. Doubt- 
less, Mr. Bell’s position as a prominent member of the Labour 
Representation Committee marks him out for special criticism, 
although his main offence has been that he has from time to time 
supported Liberal or Conservative parliamentary candidates. It 
is noteworthy that a motion for the removal of his name from the 
list of recognised candidates, of which notice had been given at 
the Conference, was not proceeded with, his public action being 
instead referred for consideration to the executive of his own 
trade society—the Amalgamated Society of Railway Servants. 
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By this body, as by his own constituency, Mr. Bell appears to 
be supported, and the attitude of the more intolerant and 
exclusive section of his critics will perhaps receive some check. 
However great the issues at stake, the uncompromising solidarity 
of minor sections does not seem to be the most appropriate aim 
for the members of a, great national body like the House of 
Commons to accept, and to the outsider it is not easy to see why 
the terms of an effective independence both in the House and in 
the country should not be compatible with what would perhaps 
be found to be the still more effective instrument of large and 
generous judgments. 





A NEw labour paper, with the title of the Weekly Tribune and 
under the direction of Mr. R. Bell, M.P., and Mr. Edmond 
Browne, has just been started under promising auspices. ‘ On 
the Labour question” the policy of the paper is announced as 
that of helping “‘ to restore the legal position of the Trade Unions 
to that they occupied previous to the Taff Vale decision, and 
generally to promote the welfare of the working classes.’’ To do 
this effectively the editors state their intention of being ‘‘ guided 
by the authority of the Trades Union Congress and its Parlia- 
mentary Committee.” ‘On the great economic question of the 
time” the Weekly Tribune is to ‘‘ stand emphatically for Free 
Trade.” 

ERNEST AVES 





CURRENT TOPICS 


Mr. CHAMBERLAIN’S series of stirring speeches was concluded 
at the Guildhall, January 19. The Duke of Devonshire followed 
on February 8. 





Apropos of the Merchants’ Petition of 1800, to which the Duke 
referred, it may be interesting to reproduce part of the parallel, 
not so well known, petition of the Edinburgh Chamber of 
Commerce and Manufactures, dated April 20, 1820. It appears 
to the petitioners ‘“‘that the exportation of the produce of our 
manufactures, agriculture, fisheries and mines can in no other 
shape be realised, or made effective to the increase of the National 
Wealth, but in the form of imports .. . . that the sure way to 























154 THE ECONOMIC JOURNAL [MAR. 


increase foreign commerce is to encourage the industry of other 
nations with whom we trade, or in other words to enable them 
to become our customers .. . . that whatever may be the per- 
severance of other nations in this system [of restrictive com- 
merce], the British Government should begin a more liberal and 
wise commercial policy without regard to reciprocity of benefit 
between us and any particular nation, because, by encouraging 
an increased import from one nation, we are certain of gaining an 
increased export directly to that nation, or intermediately to 
some other nation.” 





Mr. SAUERBECK’s annual statement of index numbers 
(published in the Times, January 16, 1904) shows for 1903 
compared with 1867-77 exactly the same number as for 1902, 
viz., 69. This result is in accordance with the Board of Trade 
Index Number (published in the Labour Gazette for February, 
1904), 78°8 for 1902 compared with 1871; the corresponding 
number for 1901 being 78°6. The fluctuations in the level of 
prices during the last few years as shown by the two Index 
Numbers are parallel. 


1897. 1898. 1899. 1900. 1901. 1902. 1903 
Boardof Trade ... 71°3 736 745 83°2 792 788 78°6 
Sauerbeck... cc, “62 64 68 15 70 69 69 


The Board of Trade Index Number, it will be recollected, is 


. based on 45 articles, mostly akin to, but not all identical with, the 


articles employed by Mr. Sauerbeck. The fact that the con- 
stituent prices are weighted in accordance with the importance of 
the respective articles is calculated to increase our confidence in 
the Board of Trade Index Number. 





A PARAGRAPH in the Times of January 14, 1904, records the 
sale in London of a single postage stamp of face value twopence, 
for no less a sum than £1,450. We understand that on the first dis- 
covery of this curiosity a few months before, there had been made 
private offers of £6, £24, £1,000, £1,200. At the public auction 
the bids began at £500 and rose by hundreds and fifties to 
£1,450. The London Philatelist describes this as to its certain 
knowledge the highest price ever paid for a single postage stamp. 
The value ‘is not due entirely to scarcity; there are four or five 
such stamps in this country, and one or two more on the 
Continent. The value is doubtless partly due to the historical 
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interest of the first Colonial issue. It was engraved (rudely 

enough) in the island of Mauritius in 1847. The entire issue 

disappeared from notice till some specimens cropped up in 

Bordeaux in 1865. The present specimen must have come to 
this country about two years earlier. The value may be partly ; 
due to the peculiar inscription ‘‘ Post Office,” replaced afterwards 
by “‘ Post Paid.” So viewed, the price may be matched with the 

fancy prices given for Breeches Bibles and Wicked Bibles, rather 

than for the Great Auk’s Egg, or First Folio, or Stradivari. 
Allowing for the uncertainties of the auction room, which are as | 
varied as those of the battlefield, the fact remains that there are 

many people in this distressed country eager to pay over a 

thousand pounds for a mere curiosity. 





THE Sociological Society founded in 1903 “ seeks to promote 
and guide investigation and to advance education in social 
science in its various aspects and applications.”” The publica- 
tion of a Journal is contemplated. The Executive Committee 
and the General Committee includes many names distinguished 
in the social sciences. The subscription is a guinea. 





Tue British Association will meet this year at Cambridge, 
August 17. Professor W. Smart, of the University of Glasgow, 
will preside over Section F. Mr. E. W. Brabrook, Professor 
H. S. Foxwell, and Professor A. Marshall are Vice-Presidents. 
The secretaries are Mr. A. L. Bowley (Recorder), Professor 8. J. 
Chapman, Dr. B. W. Ginsburg, and Mr. J. E. Bidwell. 
































RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Statistical Society. 


December, 1903. 


Presidential Address. Major P. Crataim. The Metrical System of 
Weights and Measures. Awtrx. Stemens. The Growth of Rates. 
B. Ginspure. 





The Economic Review. 


The American Trust. J. A. Hopson. Is Free Trade a Fallacy? 
R. E. MacnaGuten. 

The Failure of Free Traders. Rev. W. Cunnincuam. A change in 
our fiscal system is recommended in the interest of our manu- 
factures “to preserve to us the means of purchasiag food and 
materials.” It seems to the writer “highly probable that a 5s. 
tax on corn imported from countries like the United States, which 
impose high duties on our manufactures, might not have any con- 
siderable effect on the price of food here, but might still suffice to 


break down the hostile American tariffs.” ‘So soon as this 
object was accomplished the retaliatory duties . . . should be 
withdrawn.” 

The Belgian Labour Colonies. H. J. Torr. 





The Nineteenth Century. 
December, 1903. 


The Foreign Fruit Trade in Great Britain. Sampson Moraan. The 
** Woman who Toils” in America. Mrs. FREDERICK Harrison. 
[The conditions of factory-life in South Carolina and elsewhere 
are shocking. | 


January, 1904. 


Ineffectual Preferences. Sir Ropert Girren. [The proposed prefer- 
ences are too small to be effectual; if increased, would be too 
costly. ‘The urgent business of an agreement with our Colonies 
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respecting commercial negotiations”’ with foreign countries has 
been lost sight of.] The Larger Basis of Colonial Preference. 
Bensamin Kipp. 





The Fortnightly Review. 
December, 1903. 


The Myth of the Big and Little Loaf. W. H. Mattock. A sixteen- 
shilling duty on foreign corn with a preferential duty of fourteen 
on Colonial would raise the bread bill by ninepence-halfpenny per 
head per month. Would this poll tax be too much to pay for the 
restoration of British agriculture ? 


January, 1904. 


Occupation as a Test of Prosperity. J. H. ScHoonine. The decrease 
of 818,000 persons, taking account of growth of population, in 
agriculture, and seven important manufactures against an increase 
of 380,000 in coal-mining, building, tailoring, &e., is disquieting. 

The Known and Unknown in Mr. Chamberlain’s Policy. A. C. Pieou. 
The incidence of a differential tax on foreign wheat and other 
difficult subjects are powerfully handled. 


February. 
The Protectionist idea of Foreign Trade. W.M. Licutsopy. 





Contemporary Review. 


December, 1903. 


The Growth of German Exports. HE. Bernstein. The greatest items 
of export—coals, cotton goods, woollen goods, machines, are either 
not protected, or are damaged by protected duties. 


January, 1904. 


The Taxation of Foreign Investments. F. W. Prrtrick-LaurEence. 
An addition of 6d. in the £ tax on incomes derived from foreign 
investments would give an impartial preference to the Colonies 
and encourage British industry. 


Physical Deterioration and the Poverty-Line. Mrs. Bosanquet. 


February. 


Free Trade New South Wales and Protected Victoria. C. H. Cuomuny. 
[A pointed contrast.] The Mystery of Dumping. [J. A. Hosson.] 
Mr. Charles Booth's Proposals for Fiscal Reform. B. RussExu. 
[A damaging criticism of the article in the January number of 
the National Review. ] 








Se Pn an ena 


Perera nein 























158 THE ECONOMIC JOURNAL [MAR. 


National Review. 


January, 1904. 


Fiscal Reform. C. Boor. Undeterred by the Free Trade picture of 
Protection as ‘‘a scheme under which every one expects to secure 
an advantage at the expense of every one else, to assist him in 
doing something which presumably others could do better,” Mr. 
Booth recommends a uniform preference of 5 per cent. to “all 
inter-imperial trade transactions without exceptions.” ‘The 
minimum of 5 per cent. would represent the best terms we could 
offer to any foreign nation.” . . . ‘10 per cent. to be levied in the 
absence of any treaty.” 


‘* A small duty may encourage the production of a taxed article in some 
quarters without equally discouraging it in others, and by thus increasing 
competition, may tend to lower prices.” ‘‘ Apart from all questions as to level 
of price the certainty of having in perpetuity some advantage over competitors 
goes far in setting enterprise in motion.” ‘‘The cost to the consumer might 
very probably not exceed the amount the revenue would gain from the small 
tax laid on all foreign imports.” ‘The national earnings would benefit to an 
extent far exceeding the enhancement of domestic expenditure.” 





The Independent Review. 
December, 1903. 


Protection and Shipbuilding. J.M. Denny. An increase in the cost 
of production is to be apprehended. 


January, 1904. 


Protection and the Wool Trade. J.H.Cuarnam. A decrease in the 
numbers in the wool trades is not alarming. The increased export 
of ‘“noils,” “tops,” &c., compensate the decrease for finished 
goods. A tariff war with Germany would endanger our large 
export trade in yarn. 





The Monthly Review. 


December, 1903. 
The Daughters of the House. W. P. REEvEs. 


January, 1904. 


Foreign Trade and the Money Market, F.Scuuster. The increase in 
excess of imports may be partly due to our turning from Colonial 
and foreign to home investments and to Americans repurchasing 
their investments here. The inconsistent remedies for unproved 
evils would impair our supremacy in the money market. 
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The Journal of the Bankers’ Institute for February, 1904, contains a 
paper read by Mr. Schuster, of which the substance is given in the 
Monthly Review for January. In the discussion of the paper Sir Robert 
Giffen, Mr. A. 8. Harvey, Mr. Huth Jackson, and others took part. 
Professor Marshall spoke of the increasing need which British business 
has of freedom from restriction. It might have been expected that 
employment and wages would grow very much faster in Germany than 
in England. But the statistics recently published by the Board of 
Trade show that money wages in Germany have risen only about as 
fast as those in England, and remain a very long way indeed below 
the English level. Real wages in Germany have fallen relatively to 
those in England. For this failure of the German people to reap the 
full benefit of their industrial advantages there appear to be only two 
causes. The first is the high German tariff, and the second is the 
system of German Cartels, which, though not created by the tariff, 
is fostered by it. Import duties of food cause the law of diminished 
returns to press with premature weight on the German people. ‘‘ Now 
that England’s population is so large relatively to her own supplies of 
raw produce, while her iron mines are failing her, is she not right in 
importing freely half-made products which contain great quantities of 
those raw materials in which she is deficient, and in concentrating her 
chief energies on finer and more complex products?” For success in 
this direction free access to cheap materials is essential. . .. He was 
not arguing against “our deliberately incurring pecuniary burdens for 
the sake of the federation of the Empire”; while he believed that 
‘‘ our true ideal is to be found not in little Anglo-Saxondom but in great 
Anglo-Saxondom.” 





The Scottish Historical Review for January, 1904, contains a paper 
by Professor W. R. Scott, on the ‘‘ Fiscal Policy of Scotland before the 
Union.” It is not true that the fiscal union promoted political union ; 
nor that Scotland was starved and coerced into fiscal union. The 
protection of infant industries failed in Scotland. 





The Quarterly Journal of Economics (Boston). 


February, 1904. 


The Theory of Distribution. F. Y. Ep@rwortn, [The substance of 
some lectures delivered at Harvard University in 1902.] The 
Ricardian Theory of Gold Movements and Professor Laughlin’s 
Views of Money. A.C. Wurraxer. [The quantity theory is the 
only explanation of the facts of the international movement of 
gold.] The Fund at Boston in New England. A. McFaruanp 
Davis. [The title is that of a concern founded in 1681 to furnish 
credits similar to Bank Credits. It seems to have had neither 
capital nor deposits.] The Massachusetts Business Corporation 
Law. Grosvenor Caugins. The Variation of Productive Forces. 
A. W. Fuux. [Further Comments on Professor Bullock’s article 
in the Quarterly Journal of 1902.] 
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Political Science Quarterly (New York). 


The Sugar Question in Austria. Francis WALKER. Monopoly and the 
Struggles of Classes. J. B, Cuarx. 





The Journal of Political Economy (Chicago). 
December, 1903. 


Adjustment of Street-Car Men’s Wages in San Francisco. Cart PLERN. 
Relative Importance of our Foreign Trade. Lanewortuy TayLor. 
American and European High-Speed Trains. G. 8. Tune. 
Reasonable Rates. Auton D. ADAms. 





American Academy of Political Science (Philadelphia). 


November, 1903. 


Fire Insurance Rates and Methods. Wautrer C. Berts. Trades 
Unionism. A. OuTER-Briper. Labour System of the John B. 
Stetson Co. A.T. Freeman. Present Day Jobbing. J. H. Ritter. 
Importance of Cost-keeping to the Manufacturer. C. M. Lauer. 


December. 


Reciprocity in American Tariff System. J.B. Osporne. The Present 
Foreign Trade of the United Kingdom. Sotomon HveEsner. 
Mr. Chamberlain's Fiscal Policy. B. H. Meyer. 


January, 1904. 


The Tariff and Export Trade of the United States. 8, N. D. Norra. 
Tariff Relations of the United States and the Philippine Islands. 
Cart Puenn. Protection, Expansion, and International Compe- 
tition. Lanawortuy Taytor. Industrial Causes Affecting Ameri- 
can Commercial Policy. J. E. Conner. 





Journal des Economistes (Paris). 


December, 1903. 


L’évolution du Protectionniste. G.pE Moutnari. Les chemins de fer 
aux Etats Unis. A. Rarrauovicn. Mouvement scientifique et 
industriel. D. BEwLET. 


January, 1904. 


1903. G.pe Moninari. Le Marché financier en 1903. A. RAFFALOVICH. 
Le Mowvement colonial en 1908. D. Bertier. Revue des principales 
publications économiques de Vétranger. HE. Macquartr. Les taux 
de mortalité en matiére d’assurance sur la vie. EK, ROCHETIN, 
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February. 


L’impét dans les villes allemandes & la fin du moyen dge. E. CastELor. 
Revue des principales publications économiques en langue frangaise. 
M. Rovuxen. La fabrique et Vowvrier de fabrique en Russie. L. 
ZABLONDOWSEI. Agriculture et libre-échange dans le Royaume 
Uni. E. Macquart. Le socialisme municipal en Itale. D. BEuuert. 
Les finances du Japon. L. E. A. Minuet. Lettre des Etats-Unis. 
G. N. Tricocne. Féminisme. 1’Amiral Réveillére. 











Revue d’ Economie Politique (Paris). 


November, 1903. 


La question de banques d’emission en Suisse. LanpMann. Un nouveau 
livre d’Antoine Menger. C. H. Rist. La notion de I’ Etat (suite 
et fin). 


January, 1904. 


La question des banques d’emission en Suisse (suite). LANDMANN. 
L’industrie du Charbon en Belgique. L. Decuesne. Les trans- 
formations économiques. [Referring to Sombart’s Der Moderne 
Kapitalismus.] Les idées economiques d’Aristophanes. R. GONNARD. 
The illustration of ‘‘Gresham’s Law” in the Frogs, Dicaeopolis’ 

complaint that he had to buy in Athens so many things which he 

sep in the country (Acharnians), and other illustrative passages 
are cited. 





Le Musée Social for January, 1904, under the head of Garden Cities, 
describes Port Sunlight, where the employees of Messrs. Lever Brothers 
are settled. 





De Economist (La Hague) for December, 1903, has an article by 
M. G. M. Boissevain on the limping standard. In the January num- 
ber Mr. N.G. Pierson writes on Socialists and Anti-Socialists—between 
whom the essential difference is constituted by their attitude towards 
poverty—Mr. De Beaufort, on the consular system. In the February 
number M. D’Aulnis de Bourouill writes on the dangers of Trusts and 
Kartels ; showing that Protection is no remedy for “ dumping.” 








Jahrbiicher fiir Nationalékonomie (Jena). 


November, 1903. 


Zur Kritik der politischer Oekonomte. Franz BuEl. 
Lehre im Produktions faktoren Natur und Kapital. R. V. DER Boreut. 
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December. 
Die lage der englischen Landwirtschaft. A, Levy. 


January, 1904. 


Grenznutzentheorie und Grenzwertlehre. W, ScHARLING. 





Giornale degli Economisti (Rome). 


November, 1903. 


La Societa di Terni. E. Girertt. Il secondo volume det Systémes 
Socialistes. F. Paparava. Imperialismo, Protezionismo e liberismo 
in Inghilterra. D. [The Balfour-Chamberlain policy is denounced.] 
Polemica d@’ un Protezionista Tranquillo. A. DE VitI DE MaRco. 
A free-trader’s reply to the Hon. Colajanni. 


December. 


La scienza economica coli problemi sociali del nostro tempo. ACHILLE 
Lorie. La questione finanziaria della capitale. KE. BRranzoui- 
Zapp. Osservaziont sut sindicati et sulle legge. M. PANTALEONI. 


January, 1904, 


Gilt aspetti arbitrart dell’ interpolazione delle serie statistiche. R. 
Benini. Herbert Spencer. Witu1am James and Guipo VILLA. 
Imperialismo Proteztonismo e ltberismo in Inghilterra. D. Statistica 
delle Societa Cooperative. G. MoNTEMARTINI. 


February. 


Errate interpretazioni dell’ ordine econtmico. E. Cossa. [An inaugural 
lecture at Messina.] Le comparaztoni nelle statistiche del commercio 
internazionale. F. Conerti1. L’emigraziont italiane in Francia. 
L. Marcnetti. Colonizzazione libera e colonizzazione protetta. 
G. Montemartini. Proteztonismo ... in Inghilterra. D. Proe 
blemi intorno alla disoccupazione. U. Broaal. 
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NEW BOOKS. 


Bowtey (A. L.). Statistical Studies relating to National Progress 
in Wealth and Trade since 1882. A plea for further inquiries. London: 
P. 8. King. 1904. Pp. 88. 2s. 


Brassey (Lord). Fifty Years of Progress and the New Fiscal 
Policy. London: Longmans. 1904. Pp. 109. 


_ Bucgiz (Heyry Tuomas). Introduction to the History of Civilisa- 
tion in England. New edition by J. M. Robertson. London: Rout- 
ledge. 1904. Pp. 915. 


[The bulk of the work is diminished by the use of very small print, while the 
value is enhanced by some additional notes.] 


Burazs (E.). Perils to English Trade and how to avert them. 
Third edition. London: Sonnenschein. Pp. xvi+ 270. 


Buxton (Sypnsy). The Arguments on either side of the Fiscal 
Question. (Extracted from the last edition of Mr. Buxton’s Hand- 
book to Political Questions.) London: Murray. 1904. Pp. 82. 1s. 


Cunnincuam (W.). The Growth of English Industry and Com- 
merce in Modern Times. Part I. Mercantilism. Part II. Laissez 
Faire. Cambridge: University Press. 1903. 8vo. Pp. 1039. 25s. 


(Enlarged and recast.] 


Farrer (Lord). Free Trade versus Fair Trade. New edition 
(brought up to date). London: Free Trade Union. 5s. 


Fact versus Fiction. The Cobden Club’s Reply to Mr. Chamberlain. 
London: Cassell. 1904. Pp. 114. 

[Prepared by a Committee, including Mr. Shaw-Lefevre, Lord Welby, Mr. 
Fletcher Moulton, Mr. F. W. Hirst, and others. The reply to Mr. Chamberlain’s 
speeches purports to show that ‘‘the frequent historical references are wholly 
unreliable; that when authorities... are quoted opinions the very opposite 
of what they held are attributed to them; that the statistics are grouped together 
in an unfair and unscientific manner ; and that illustrations drawn from particular 
trades are ill-founded or exaggerated.” 


DicxsrE (L. R.). Advanced Accounting, with an Appendix on the 
Law relating to Accounting by E.G. Montmorency. London: Gee. 
1903. 8vo. Pp. 399. 


Fuux (Prof. A. W.). Economic Principles. An Introductory Study. 
London: Methuen. 1904. Pp. xx+324. 7s. 6d. 


Freperiksen (N. C.). Finland, its Public and Private Economy. 
London: E. Arnold ; New York : Longmans, Green and Co. 1902. 8vo, 
Pp. 306. 


Gasket (T. P.). Free Trade a Failure from the First. London; 
Macmillan. Pp. 91. 2s. 


Granam (Prof. W.). Free Trade and the Empire. London: Kegan 
Paul. 1904, Pp. 121. 1s. 
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Hitt (Norman). Shipping Trade and Fiscal Policy. Manchester, 
1903. 6d. 


Oapen (C.) and Macautay (P.T.). Gain or Loss? Under Pre- 
ference, Protection, or Retaliation. An Inquiry in the Woollen and 
Worsted Trades. Bradford: Byles. 1903. Pp. 96. 6d. 


Protection and Industry. By various writers. London: Methuen. 
1904. Pp. 157. 1s. 6d. 


Srracnan (W.). Cost Accounts: the Key to Economy in Manu- 
facture. Ynd edition. Stevens and Haynes. 


Stureis (Juntan). The Prime Minister’s Pamphlet. London: 
Longmans. 1903. Pp. 25. 1s. 


RownTREE (J.) and SHERWELL (ARTHUR). Principles and Methods 
of Direct Popular Control of the Liquor Traffic. Edinburgh. 
Pp. 16. 3d. 


Yamawakl (H.), Japan in the Beginning of the Twentieth Century. 
Tokyo: printed by the Japan Times. 8vo. Pp. 804. 

[A semi-official description of agriculture, manufactures, forage trade, &c., by 
the Private Secretary to the Minister of Agriculture and Commerce.] 


Youne (T. E.). Insurance: A Practical Exposition for the Student 
and Business Man. London: Pitman. 1903. 8vo. Pp. 339. 7s. 6d. 


Puusrorp (E.). Commerce and the Empire. London: Cassell. 
1903. Pp. 168. 


[By an Australian Free Trader.] 


SmitH (ApAm). Wealth of Nations. Anew and condensed edition 
with a preface and introduction by Hector Macpherson. Oliphant. 
1903. Pp. 232. 


[An abridgment with a summary.] 


Crent (Henry). The Wall Street Point of View. Pp. 290. 
Silver, Burdett. 


Cuaremont (A. W.). Pictures in Political Economy. London: 
Grant Richards. Pp. ix + 185. 3s. 6d. 

[Purporting to be ‘‘a primer for the crowd.”] 

Extwoop (CHarues). Public Relief and Private Charity in 


England. (University of Missouri Studies.) Missouri: University. 
Pp. 96. 75 cents. 


QuesapDA (Srxto J.). Historia de los Bancos Modernos. Bancos 
de Descuentos. 2 vols. Buenos Aires. 1901. 


. Ranp (BEnsamin). Selections Illustrating Economic History since 
the Seven Years’ War. 4th edition. New York: Macmillan Co. 
1903. Pp. 647. 


[Five new selections have been added, bringing the work down to the end of the 
nineteenth century. ] 
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Stemver (Bernarp C.). Beginnings of Maryland, 1631-1639. 
(Johns Hopkins Studies.) Baltimore: Johns Hopkins Press. 1903. 
Pp. 112. 


Sroussat (G. Grorae). The English Statutes in Maryland. 
(Johns Hopkins Studies.) Baltimore: Johns Hopkins Press. 1903. 
Pp. 111. 


Kinsman (DEtos O. . The Income Tax in the Commonwealths of 
the United States. (American Economic Association.) New York: 
Macmillan Co. 1903. Pp.128. $1. 


Bowman (H. M.). The Administration of Iowa: A Study in 
Centralisation. New York: Columbia University Press. 8vo. Pp. 224. 


Bripgs (J. H.). The Inside History of the Carnegie Steel Com- 
pany. A Romance of Millions. New York: Aldine Book Co. 1903. 
8vo. Pp. 369. 


[By Mr. Carnegie’s ‘‘ assistant in literary work.”] 


Bucuanan (J. R.). The Story of a Labour Agitator. New York : 
The Outlook Co. 1904. 12mo. Pp. 460. $1.25. 


Crark (W. E.). Josiah Tucker, Economist: A Study in the His- 
tory of Economics. New York: Columbia University Press. 1903. 
8vo. Pp. 258. 


De Forest (R. W.) and Verner (L.) (editors). The Tenement 
House Problem, including the Report of the New York State Tenement 
House Commission of 1900. New York: Macmillan. 1903. 8vo 
Pp. xxxi+ 986. 


[Illustrated with many maps and diagrams.] 


Haptey (A. T.). Freedom and Responsibility in the Evolution of 
Democratic Government. New York: Scribner’s. 1903. 12mo. 
Pp. 172. $1. 


[Industrial liberty is discussed in Chapter V.] 


Horo (R. ct Principles of City Land Values. New York: The 
Record and Gui 1903. 


MaararFr (A. W.). International Exchange: Its Terms, Parts, 
Operation and Scope, and its Administration by American Bankers. 
Chicago: Fergus Printing Co. 1903. 8vo. Pp. 299. $5. 


Mexican ComMIssION ON INTERNATIONAL ExcHanas. Stability of 
Exchange. Steadiness of the Price of Silver Bullion. London: 
Albert E. Bailey. 1903. 8vo. Pp. 152. 


[Documents relating to proposed currency reforms in silver-using countries.] 
MitcHELL (J.). Organised Labour: Its Problems, Purposes and 


Ideals, and the Present and Future of American Wage-earners. Phil- 
adelphia: American Book and Bible House. 1903. 8vo. Pp. 436. $1.75 


Sempe (E.C.). American History and its Geographic Conditions 
Boston: Houghton, Mifflin and Co. 8vo. Pp. 466. $2.50. 
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TROWBRIDGE (O. R.). Bisocialism. The Reign of the Man at the 
Margin. Chicago: Moody Publishing Co. 8vo. Pp. 427. $1.50. 


[The socialisation of two things only—natural opportunities and public utilities 
—is ably advocated.] 


Arration (A.). La crise de l'industrie liniére et la concurrence 
victorieuse de l'industrie cotonniére. Paris: Larose. 1904. 18mo. 
Pp. 183. 3.50 fr. 


BERTILLON (Dr. Jacquzs). L’alcoolisme et les moyens de le com- 
battre jugés par l’expérience (Bibliotheque d’économie sociale). 
Paris: Lecoffre. 1904. Pp. 232. 2 fr. 


[The chief of the statistical department employs his art to test the remedies 
against intemperance.] 


Guio (P.). L’anarchisme aux Etats-Unis. Paris: A. Colin. 1903. 
2.50 fr. 


[A favourable account of certain American anarchists. ] 


Give (C.). Principles of Political Economy. Second American 
edition, entirely retranslated from the eighth French edition by C. W. 
Veditz. Boston: D.C. Heathand Co. 8vo. Pp. xiv+705. $2.00. 


[The translator, professor in Bates College, has substituted American illustra- 
tions for French.] 


Guyot (Y.). Les conflits du travail et leur solution. Paris: 
Fasquelle. 1903. 18mo. Pp. 396. 3.50 fr. 


Hayem (H.). Les co-opératives hollandaises. Paris: Larose. 1903. 
8vo. 2 fr. 


HvusBeErt-VALLEROvX (P.). La co-opération. Paris: Victor Lecoffre. 


Jay (R.). La protection légale des travailleurs. Paris: Larose. 
1903. 18mo. 3.50 fr. 


Jouy (H.). L’enfance coupable. Paris: Victor Lecoffre. 1904. 
12mo. Pp. 222. 2 fr. 


Mencer (A.). L’état socialiste. Traduit par E. Milhaud, avec 
une introduction de C. Andler. Paris: Soc. nouy. de libr. 1903. 18mo. 
Pp. 383. 3.50 fr. 

Miuieranp (M.). Le socialisme reformiste frangais. Paris: Soc. 
nouy. 1903, 8vo. Pp. 124. 

[Contains twelve addresses.] 

Nicoxat (E.). La dépopulation des campagnes et l’accroissement de 
la population des villes. Brussels: Weissenbruch. 1903. 8vo. Pp. 70. 

Sayous (Anpr# E.). Le Wyoming; et Considérations Générales 
sur le “Far West.” Paris: L. Larose. 8vo. Pp. 47. 

[Gives results of recent observations in the United States.] 

Yuna (J.). Famille population. K:tude critique des moyens 


actuellement proposés pour favoriser l’accroissement de la natalité en 
France. Paris: Pedone. 1903. 8vo. Pp. 250. 5 fr, 
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PraGer (M.). Die Reichsbankidee in den Vereinigten Staaten von 
Amerika, Berlin: N. Simion, Nf. 1903. 8vo. Pp. 64. 2m. 


Stren (L.). Die soziale Frage. Aufl. tuttgart: Enke. 1903. 
8vo. Pp. xvi+598. 13 m. 


[Considerably condensed and with slight modifications.] 
VEREIN F. SOCIALPOLITIK (Issued by). Die Stérungen im deutschen 


Wirthschaftsleben wihrénd der Jahre 1900, ff. I., IL., III., IV., VI, 
VII. Bde. Leipzig: Duncker and Humblot. 1903. 8vo. 8.80 m. 


[These studies in industrial depression refer to textiles, coal and iron, 
machinery, transportation, banking, &c.] 


PetTretscH (Dr. Leo). Zur lehre von der Uberwialzung der 
Steuern mit besonderer Beziehung auf den Biirsenverkehr. Graz: 
Leuschner. 1903. P. 85. 


Boaarano (A.). L’azione dello stato nel conflitti fra interess collet- 
tivi e individuali. Torino: Bocca. 1904. 


Gieuiou (I.), Malessere agrario ed alimentare in Italia. Portici. 
1903. 8vo. Pp. Ixxxii+798. 101. 


[A dark picture of agrarian conditions in Italy.] 


Graziani (A.). Istituzioni di economia politica. Turin: Fratelli 
Bocca. 1903. 121. 


Mieuiou1 (G.). Le cooperazion cremonesi. Verona: Drucker. 
4. 
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